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= ENTURIES ago Voltaire said, “He who 
makes two blades of grass grow in place of 
one renders a service to the nation.” The job 
of Standard Oil Company (New Jersey) and 
its affiliates is something like that — to pro- 
duce oil where none was produced before and, 
by so doing, to create wealth for everybody. 

How well have we been doing this job? 
Our Annual Report for 1954, which has just 
been sent to the 300,000 shareholders who 
own Jersey Standard, tells about it. 

It tells how wealth was created by extend- 
ing known oil fields . . . And by discovery of 
new ones . . . By converting crude oil, itself 
of little value, into hundreds of useful prod- 
ucts... By moving petroleum products from 
where they were made to where they were 
needed. 

Ail these things helped the people and 
strengthened the nations where we do 
business. 

Some highlights of these activities, drawn 
from the Annual Report, are set forth here 
as a matter of public information. 
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1. During 1954, the free world used 
more oil than ever before. And oil is 
energy, which is basic to the world’s 
progress. 


2. To meet these needs, our affiliates 
produced and refined more oil than 
ever before in the Company’s history. 
But additions to oil reserves were 
greater than the oil used. 


3. We had vigorous competition every- 
where. There is nothing like competi- 
tion to bring you better products and 
service. 


4. 1954 was our top year in sales, 
earnings, and dividends paid to owners. 


5. During the year, we spent 764 mil- 
lion dollars for new equipment and 
for exploration. Since World War II, 
we have spent 5 billion dollars for the 
means to meet your fuiure oil needs. 


6. Research was productive. Our re- 
search affiliate obtained more patents 
on products and processes than any 
other oil company. In Linden, N. J., 
the first atomic laboratory in the oil 
industry is being built to study the uses 
of radiation in oil refining. 









7. Current 


developments in atomic 
energy will mean greater availability 
of electric power: increased mechan- 
ization, expanded industry, and greater 
use of petroleum products. The oil 
business will gain, and you will have 
the benefits of both kinds of energy. 
8. We played an important part in 
arranging to return Iran’s oil to world 
markets. 


9. A world’s safety record for major 
refineries was set by Esso employees 
at Baton Rouge, La....7,911,769 man- 
hours with no disabling injury. This 
passed the previous record by more 
than a million man-hours. 

10. We have long supported education 
through our :taxes. We have also felt 
an obligation to aid privately supported 
colleges and universities, which are an 
important source of new employees 
and of informed citizens. During 1954, 
we contributed about a million dollars 
to such institutions. 


*If you wish a copy of the full Report 
for 1954, write to Standard Oil Com- 
pany (New Jersey), Room 1626, 30 
Rockefeller Plaza, New York 20, N.Y. 
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A LOOK INTO THE FUTURE—The hollow tube, held by a Bell Telephone Laboratories engineer, is an experimental 
Waveguide for telephone service and television. It’s not as large as it looks here. (Actually, only two inches in diameter. ) 
Some day it may be no thicker than a fountain pen. 


The NEW LOOK in Telephone and Television Transmission 


THE NEW WAVEGUIDE is constructed of thin cop- 
per wire, tightly coiled. It is flexible, can operate 
at high frequencies, and channel radio waves 
any way that it is bent. 


There’s many a new thing in the 
telephone business these days and 
many more interesting developments 
coming along. 

One of these developments is a 
new and different medium for trans- 
mitting telephone conversations and 
television programs over long dis- 
tances, announced recently by Bell 
Laboratories. It’s the long distance 
Waveguide. 

Recent experiments indicate that 
it may some day carry tens of thou- 
sands of cross-country telephone con- 
versations and hundreds of television 
programs at one time—and thus sup- 
plement coaxial cable and radio relay. 


BELL TELEPHONE SYSTEM 


Waveguides have been used for 
some time but for short distances 
only. What makes the Bell System’s 
new Waveguide so important is that 
it is practical for long distances. 

It can operate at extraordinarily 
high frequencies with small loss in 
reception. And though solid metal 
pipe may continue to be used in 
straight sections, this completely new 
Waveguide, being flexible, will be 
able to carry signals around curves. 

It is another example of looking 
ahead in the telephone business and 
the never-ending progress in provid- 
ing better service for more and 
more people. 
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The Trend of Events 


SUCCESS OR FAILURE, legislatively, of a session of 
Congress is almost as much a state of mind as it is 
a matter of box-scoring the happenings, and the 
background of domestic and foreign happenings 
bears on whether the ultimate decision is entered 
“good” or “bad.” There are times which call for 
cautious handling of congressional business and the 
legislators are judged for conservative restraint as 
well as for volume of action, and today presents 
such a picture; there are other times when flam- 
boyancy is the watchword, where free-swinging bill 
passing and a come-what-may spirit rules—the first 
100 days of FDR’s first term for example. 

Unless the 84th Congress veers sharply from the 
course it set last January, its record will be one that 
will neither bring down upon its members the stigma 
of “do nothing Congress” nor fire the imagination 
as did the early Roosevelt period. Some of the legis- 
lation inevitably will be kicked up and down the 
country come the next election: individual items, 
not always the same ones in all places, not the whole 
program and, certainly, not the entire Congress. 

This year, the lawmakers will pass appropriations 
bills and in the process will effect an economy here 
and there and passive in- 


shows no disposition to try cleaning up the world 
trade issues and won’t make a definitive start of 
proportions likely to anger anybody, or please any- 
body. Against the backdrop of global imponderables 
Congress obviously aims to satisfy the nation by 
keeping the federal estate in order: good housekeep- 
ing throughout, never forgetting to have the in- 
surance paid up and in force. 


CAN THE AID PROGRAM WORK IN ASIA?... Timed 
to influence the non-communist leaders gathered at 
the Bandung Conference, the President has recom- 
mended that $2 billion out of the $3.5 billion foreign 
aid program be allocated for economic aid to the 
“are of free Asia”. The President, as are all who 
are informed on the subject, is well aware that many 
obstacles confront the new United States program. 
Yet, he feels impelled to take this step for fear that 
otherwise the race between the free and communist 
worlds for the allegiance of the still uncommitted 
nations may be lost. 

No one can question the urgent need which we in 
the United States have of retaining the friends we 
now have in Asia and making new friends among 

those nations which have not 





dorsement from the country 5 
as a whole. It will add a few 
activities and finance them, so 
that money-wise things will 
level off in the overall. Unless 
war comes to the country, de- 
fense will cost about the same 
amount but emphasis will 
shift to the machinery of war 
and there will be less of uni- 
formed manpower. Congress 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


as yet judged it necessary to 
stand at our side. Yet, our ex- 
perience in Europe should 
show that we do not gain 
friends solely by offering aid. 
And, it may well come to pass, 
that despite the vast aid we 
are about to extend to the free 
nations of Asia, we may not 
have any better luck in se- 
curing their firm support and 


This 
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cooperation than we had with the recipients of our 
generosity in Europe. Probably, the best thing we 
can do is to resign ourselves to the prospect of 
granting more aid, but without any expectation that 
our motives will be understood, or that our efforts 
will be appreciated. 


A MILESTONE IN INDUSTRY .. . The relentless search 
by American corporations to adapt themselves as 
quickly as possible to increasingly rapid and revolu- 
tionary developments in the field of industrial ap- 
plication of atomic energy springs from their aware- 
ness that the new source of energy is destined to 
exert a most profound effect not only on the econ- 
omy, as a whole, but on the individual corporations 
themselves. 

In recognition of the spreading interest of private 
industry in the practical possibilities of nuclear en- 
ergy, the Atomic Energy Commission has recently 
prepared rules and regulations for companies seek- 
ing licenses for building and operating atomic plants. 
Certain operational safeguards are laid down in 
these rules and financial restrictions are imposed. 
The significance of the Commission’s move is that, 
for the first time, it imposes a series of controls 
over industry adapting nuclear energy to non-gov- 
ernmental as well as governmental use. As such, it 
must be construed as official recognition that private 
industry is planning to enter the atomic energy field 
on a large scale. 

While much has already been written on the ap- 
plication of atomic energy to industrial use, it is 
probably true that the great majority of people do 
not yet realize to what extent this new source of 

ower will transform industry. But, leaders in grow- 
ing numbers in all branches of industry do realize 
its significance with respect to its enormous poten- 
tialities which, undoubtedly, with the passage of 
time will alter the relationship of industries and of 
companies within industries. 

During the past two hundred years, there have 
been many revolutionary discoveries which have had 
a total impact on the economy of nations: the steam 
engine, electricity, the automobile, to mention those 
most familiar. But, the nuclear revolution is bound 
to outstrip all these others in its economic effects. 

In the light of new developments now pressing 
hard on the industrial use of atomic energy, in- 
vestors, as well as industrial executives, are vitally 
concerned with the nature of coming changes. In all 
likelihood, the pattern of investment thinking in 
future years will be transformed and old investment 
standards will lose much of their former values. 

Those companies which have identified themselves 
in an important way with atomic energy, whether 
in the manuacture of the new type of equipment 
required, or in the harnessing of the new energy to 
their plants, are certain to receive favored invest- 
ment attention. Those companies which are ad- 
versely affected by the new form of competition and 
which are unable to benefit from the changes will 
gradually lose the favor of investors. All this will 
take time, of course, but the pattern of the future 
has aready become visible though the details cannot 
be known until industry has had greater experience 
with atomic energy. 

In any case, it behooves the investor to take note 
of the changes which are in the making and pre- 






pare to adjust his programming accordingly. While 
it is still too early to tell precisely what the position 
of each and every company will be under the im- 
pact of the Atomic Age in Industry, it is not too 
early for the investor to be cognizant of the fact 
that in the long run this great revolution will affect 
the value of his investments. For investors who are 
not too old to benefit from making these necessary 
adjustments, which will be some years in the mak- 
ing, much material success will come from opening 
their gaze to the prospects ahead. 


REASON AND NATURAL GAS—Several weeks ago the 
mayor of New York, leaving for Washington to tes- 
tify against the Harris Bill to relieve the Federal 
Power Commission of its unwanted power to set 
prices for natural gas in the fields where it was 
gathered, proclaimed that he was racing to head off 
a $20-million-a-year increase in the city’s gas bills. 

New York isn’t the United States, of course, and 
some mayors may have better judgment. Neverthe- 
less, it is worthwhile to examine the truth of the 
matter, because irresponsible agitation may well de- 
prive the populous areas far from gas-producing 
regions of any natural gas at all. 

The facts are simple and impressive: 

1. The vast natural gas network now in existence, 
which has reduced gas prices and increased gas use 
wherever it had spread, came into existence under 
the very conditions enemies of the Harris Bill now 
contend will be disastrous. That is, owners of wells, 
producing either gas alone or gas and oil, bargained 
without restraint with the local and regional pipe- 
lines which in turn dealt with the big transcontinen- 
tal lines which transmit the gas in interstate com- 
merce. 

2. The Federal Power Commission has never 
asserted, and never exerted, the power to intervene 
in the risky business of regulating gas at the well 
source. Its only order was one to freeze rates where 
they were when the Supreme Court issued the Phil- 
lips Petroleum case decision which foisted this juris- 
diction on the FPC against its will. 

In the face of these facts, the cry which has been 
raised, that the Harris Bill restoring the status quo 
ante the Phillips decision, removes the teeth of the 
Natural Gas Act of 1938, is ridiculous. What the 
Phillips decision did was to force upon the FPC an 
ill-fitting denture it has since been trying to remove. 

Considering the processing, transport, mingling 
for uniformity, and distribution which gas must 
undergo on its journey from the well-head to the 
kitchen range, natural gas is no more than the raw 
material of the cooking gas one uses. When a Gov- 
ernment-sponsored royalty of coal, which used to be 
the sole raw material of consumers’ gas, sparked a 
60 per cent rise in that fuel’s price between 1945 
and 1950, the self-styled liberals who are opposing 
the Harris Bill didn’t have a word to say. Perhaps 
that was because the benefit of that raise, which 
actually took place, went to the credit of a powerful 
labor leader. If there is a rise in the price of nat- 
ural gas after the Harris Bill is passed, risk-takers 
are more likely to benefit. 

It is time for an earnest warning that defeating 
the Harris Bill will be bad for investors and worse 
for the gas consumers who will surely find them- 
selves cut off from sup- (Please turn to page 272) 
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As Y See Jt! 


By CHARLES BENEDICT 


NEHRU’S POLICIES DISAVOWED 


first international conference of Asian 
and African nations held last month in Bandung, 
Indonesia, supplied an irrefutable proof that India’s 
Premier, Pandit Nehru, is not a leader or even a 
spokesman for the people of Southeast Asia, as his 
friends in the United States would like us to believe. 
Nehru lacks both the 
vision and the courage 
of his great master, 
Gandhi. At Bandung, 
Nehru not only missed 
every opportunity to 
prove himself the leader 
of Free Asia, but put on 
a most disappointing 
performance by coming 
to the rescue of his old 
friend, Red China’s 
Premier Chou En-lai. 

Thanks to the vigor- 
ous views of the Pakis- 
tanis, the Iraqis, the 
Filippinos, the Thais, 
the Ceylonese, and other 
delegations — to name 
only a few—Red China’s 
Premier was on the run 
as the representative of 
the new colonialism 
which the Free coun- 
tries of Asia branded as 
equally obnoxious and far more dangerous than the 
old form now in retreat. In patching up the differ- 
ences, Nehru learned a good lesson about the vigor 
of anti-communist sentiment in Asia and Africa. 

Briefly, Nehru failed in almost anything that he 
attempted to do. His childish impatience and ill- 
temper towards those who opposed his views were 
further evidence that he can never take the place of 
Gandhi even in his own country. The real hero of the 
Conference was Ceylon’s Premier Kotelawala, who 
proved that the Asians and Africans are not so ab- 
sorbed in their struggle for daily bread that they are 
willing to forget all about each other’s freedom. It 
goes without saying that the free nations of Asia 
were not taken in by Nehru’s whitewashing of the 
communists. Nehru’s candidacy for leadership of 
Free Asia suffered an irreparable setback, and the 
creation of an Afro-Asian bloc is today farther off 
than it was before Bandung. 

In view of what happened in Bandung, there is 
ground for satisfaction that Washington’s Asian 
policies have not followed Nehru’s views, despite the 
urging of many prominent people who claim to know 
what Asia thinks. Let us also hope that the lesson of 
Bandung will not be lost on our Number One Ally, 
the British. For some time now, London has been 
trying to build up Nehru’s leadership in Asia and at 
the same time to placate him. The underlying rea- 
sons are probably the desire to preserve the Com- 
monwealth organization from which the British 
have been deriving prestige and certain economic 
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Loring, in the Providence Eve 


and financial advantages. 

The new prime minister, Sir Anthony Eden, who 
lacks the stamina, imagination, and convictions of 
his outstanding predecessor, has gone even as far as 
subscribing to the “Panch Sila”, These are the 
five principles of co-existence with the communists 
which Nehru, always 
the starry-eyed idealist, 
is promoting as the basis 
of an international code 
of good behaviour. The 
Australians and_ the 
New Zealanders re- 
ceived this action of Sir 
Anthony’s with great 
dismay. The passage 
last week by Australian 
Parliament of a bill au- 
thorizing overseas 
peacetime military ser- 
vice and civil defense 
preparations for atomic 
attack was an evidence 
how little confidence 
Canberra has in 
London’s pro-Nehru 
policies. 

British diplomacy 
prides itself on its long 
experience in Asian 
affairs and on its ability 
to read “the signs of the times” better than Washing- 
ton. This may be so. But the blunders made by London 
in Manchuria in the early ’thirties and its record in 
Munich show that British statesmen can misread the 
signs as badly as anyone else. The point is, however, 
that the British, in their efforts to strengthen Nehru’s 
position in Asia, are trying to win Washington over 
to their own views on coexistence and the neutralist 
bloc. As always they are pursuing this objective with 
persistence and great skill, and it is to be regretted 
that they have already won many supporters for 
their cause, even among some of our great metro- 
politan dailies. 

We are sorry to report that the editorial policy of 
one of these newspapers has become so outspokenly 
pro-British that no occasion seems to be missed to 
propound British views and play up presumed British 
ability to size up the underlying factors in the for- 
eign situation. In one recent editorial in which Sir 
Winston Churchill was deservedly eulogized, a state- 
ment was made that “only England could produce a 
man like Churchill.” No mention was made of the 
fact that Churchill’s mother was American and that 
it might have been his combined Anglo-American 
ancestry that made him great. 

But this is merely in passing. The point is that the 
American public should be aware of the fact that it 
is being conditioned subtly and persistently to ac- 
cept British views on co-existence and on appease- 
ment of Nehru. 
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I. a highly mixed market, the over-all move- 
ment of stock prices was moderately downward over 
the last fortnight, with investment and speculative 
enthusiasm generally subdued, the prevailing mood 
hesitant and uncertain. The bull-market highs to 
date were recorded early in this period (April 26) by 
the Dow industrial and rail averages, that of the 
utility averages as far back as March 4. Additionally 
reflecting increased uncertainty, recent trading vol- 
ume has been fairly restricted, although more so on 
minor day-to-day rallies than in downside sessions. 

So far as the averages are concerned, all of the 
small reaction to date from the April 26 highs had 
been seen by the forepart of last week, but subse- 


Market Continues Uncertain 


Current market performance is indecisive. Money-rate factors and doubts about second- 
half economic activity argue for restraint. The general market level is not a great 
distance from over-valuation, though it could rise further. This is a time for increasing 


conservatism and selectivity in portfolio management. 


By A. T. MILLER 


quent rallying tendencies were moderate, throwing 
little or no light on near-term possibilities. A period 
of restricted fluctuation in the averages, and of 
numerous cross-currents within the list, would seem- 
ingly be more in keeping with the present hesitant 
mood of traders and investors than either strong 
advance or important decline. 


Some Technical Indications 


In six trading sessions April 27-May 4 the indus- 
trial average fell 8.10 points, cancelling less than a 
fifth of the March 14-April 26 upswing of 39.28 
points. For comparison, in six sessions March 7-14 

it fell 28.32 points, cancelling the bulk 





MEASURING MARKET SUPPORT 


THE MARKET IS A TUG-OF-WAR 


CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS 


of a January 18-March 4 rise of 31.48 
points; and in ten sessions January 4-17 
it fell 20.69 points, cancelling over 36% 
of the prior leg of advance of 56.75 
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MEASURING INVESTMENT AND SPECULATIVE DEMAND 
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SCALE aT cat comm often than not. The latter potential this 

1 | . . . : 
160 year might be restricted, given either 
a A | Ula" ae further May-June advance or absence 





on the whole, considerably better, and 
sveculative tendencies less vigorous, 
than in the prior 1955 phase of advance 
or on the over-fast rise in the late 1954 
months and running to January 3. 

If there is to be some further down- 
ward move in the averages, it ought to 
come without much delay. Late-spring 
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meanwhile of enough correction to pro- 
vide a better technical springboard for 
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seasonal summer rise. 

Despite some instances 
of poor reports, which] 225 
have put affected stocks 
down considerably, first-| 35 
quarter earnings have 
made a highly favorable 
over-all showing. Reports 
of nearly 1,000 companies é 
show an average gain of] 446 
about 27% from a year 
ago. Since second-quarter} 42° 
business activity will be 
somewhat above that of 
the first quarter, first-half] 410 
earnings will be of boom 
proportions. This suggests 
aggregate first-half profits 
at an annual rate of close 
to $23 billion, compared 
with a rate of $17.5 billion 
in the first six months of 
last year. 

If that pace could be 
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moderately exceeding the ttt boy h hee 
previous record of $22.1 
billion set in 1950. How- 


















































él 
ever, it appears quite un-| ° 
likely that it can be main-| * 
tained—and that is a prin-| 3 
cipal basis for increased| 2 
uncertainty confronting] ' 
the market. The fact is| °“~2 2 9 « 
that the strong upsurge of — 
activity in a number of 
key lines of business, espe- 
cially automobiles, residential construction and steel, 
has necessarily “borrowed” from future business 
potentials, making it probable that we are now at or 
very close to this year’s peak production level, rais- 
ing a question as to when, and under what condi- 
tions, this spring’s top business level might be bet- 
tered in 1956. 

Allowing for about a 10% rise in 1955 dividends, 
which is somewhat more than the year-to-year rate 
of gain so far this year, representative industrials 
are on a yield basis around 4.25%. On this yield, its 
spread over bond yield and on average price-earnings 
ratios, the market is still at an appreciably lower 
level of valuation than it was at the 1929, 1937 and 
1946 major tops. In general, stocks are neither ex- 
treme nor cheap, but they are nearer the former 
status than the latter. The advance might go at least 
moderately further. The further it goes, the closer 
will it approach untenable extreme. While nobody 
can pinpoint the top, it stands to reason that “the 
cream” is out of this bull market. 
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The Sensible Policiy Now 


Under anything like existing conditions, you need 
not allow for depression or a major bear market. 
But business recessions more or less on the order of 
those of 1948-1949 and 1953-1954 have not been 
“outlawed”; and neither have lesser bear markets 
more or less on the order of those of 1946-1947, 
1948-1949 and 1953. They lowered the Dow indus- 
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trial average by 23%, 16% and 13%, respectively; 
and most speculative stocks by far wider percentages. 

It comes down to this: The genuine long-pull in- 
vestor, who holds good stocks which were bought at 
advantageous levels, is in a comfortable position. 
New long-pull buying can either be continued on a 
dollar-averaging basis, which limits risks and is the 
institutional method; or it should otherwise be lim- 
ited and highly selective; or it should be deferred to 
a more opportune time. Those who are not genuine 
long-pull investors, those who aim at profiting in the 
rest of this bull market, are, as we have said before, 
skating on thinner and thinner ice. 

This is a time to think more about preserving 
capital, less about making medium-term stock-market 
money; a time to strengthen portfolios by shifting 
partially into bonds or good preferred stocks and/or 
high grade income stocks; a time for progressive 
reduction of speculative risk. The latter can be done 
by part or full profit taking in amply priced stocks, 
especially those of cyclical type. Profit can also be 
protected by buying a “put” from an option dealer 
guaranteed by a Stock Exchange house. For a spe- 
cified sum the option broker contracts to buy from 
you a specified number of shares of a specified stock 
at a specified price at a specified future time. Most 
generally the latter is one to three months ahead. 
Depending on the stock and the time period of the 
contract, the cost of this protection per 100 shares 
may run from less than $200 to over $1,000. 

—Monday, May 9 
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Are We 


MERELY SUSTAINING 
— or — BUILDING 
CONSUMER BUYING POWER? 


By WARNER T. WILSON 


W nat all of us in America want to know is: 
just how strong is the American economy? Is the 
present rapid pace of industry and business transi- 
tory? Is the base of the economy steadily broaden- 
ing or are we talking ourselves into believing this is 
so, without knowing enough of the salient facts? 

Most important of all the questions to which busi- 
nessmen and investors are seeking an answer is: on 
what does the economy truly depend to provide that 
dynamism without which future needed growth is 
impossible? 

To this latter question an answer can be given and 
that is that Volume holds the secret of the American 
business future. But, in our economy, the sumer 
determines volume. Hence, a study of the Gosidion of 
the consumer, his attitudes on spending and savings 
is all-important and never more so than at the 
present. 

Every businessman now knows this to be true. 
Therefore, in response to the needs and appetites of 
the consumer, business and industry is straining 
every nerve to produce new styles and new products. 

Not only must business give the consumer what is 
newest and best but it must give it to him at a 
price that will appeal. That is why the enormous 
increase in the number of “discount” houses has had 
such a telling effect for they have an important part 
in making it possible for consumers to buy at rea- 
sonable prices and this, in turn, has affected the 
entire retail price level. Hence, goods in increasing 
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volume have moved from the manufacturer to the 
retailer’s shelves. This is a highly important devel- 
opment in retail sales and has permeated the entire 
field of seiling. 

The consumer forces the pace not only because he 
earns more but because he has increasing leisure in 
which to spend the money he earns. This freedom has 
created and continues to create entirely new indus- 
tries. The shortening of working hours has had a 
profound effect on care, on clothing styles, on sports 
and amusements, on food, on hotels and on cul- 
tural activities. But, it has also made the home more 
important. Therefore, new furnishings and equip- 
ment are designed to add to comfort and pleasure. 
All this has added to the volume of an ever-expand- 
ing industry, which each year adds more billions to 
outlays for plant and equipment. 

It can be seen that we are laying down a suffi- 
ciently strong foundation to make the consumer buy- 
ing a real and decisive force. As a matter of fact, 
the inherent strength of consumer buying power was 
the main factor in bringing the recent business ad- 
justment to a quick end. To what extent, however, 
can we rely on the continuity of the expansionary 
potentials in consumer buying? This can best be 
determined by an examination of all the factors 
which constitute consumer buying power, evaluating 
all the elements realistically. 

One thing it is important to realize and that is 
that our industrial capacity has grown to such 
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tremendous dimensions, and is still growing, 
that buying power must increase along with it 
and in similar proportions if our industrial ma- 
chine is to function smoothly. Some have esti- 
mated that we will need a rise of $40 billion in 
consumer buying power next year to keep our 
plants on a prosperous level. Only in this coun- 
try, could the possibility of such an enormous 
rise be discussed as a realistic proposition. 
During the recession that began in the middle of 
1953 and ran through the middle of 1954, one key 
measure of business conditions refused to go down. 
That measure was retail trade, or, in the compli- 
cated language of national accounting, “personal 
consumption expenditures”. In _ retrospect, the 
strength of consumer demand reflected in these sta- 
tistics played a leading role in limiting the recession 
to a relatively minor and shortlived downturn. In 
fact, by the third quarter of 1954, when the recession 
reached its trough, consumer spending was running 
at an annual rate some $4 billion above its rate at 
the peak of the 1953 boom. 


Role of Consumer Expenditures 


If consumer expenditures, as they are reflected in 
the retail trade statistics, did no more than arrest 
the recession, they would certainly be entitled to 
some respectful additional analysis. Actually, their 
role in recent months has been even more sensa- 
tional. In December, they climbed to a record $15.1 
billion in that month alone, fully 9% above the very 
satisfactory rate of December, 1953. By so doing, 
they changed a hesitant stability in general business 
conditions into a recovery. Again, in March of this 
year they soared across the $15 billion mark, and 
this time they turned recovery into a full-scale boom 
of impressive dimensions. It is not much of an over- 
simplification to say that consumers and their be- 
havior at the nation’s retail counters have been the 
dominant element in the business trend for the past 
year. 

Where does this abundant strength of consumer 
demand come from? Has something radical hap- 
pened to retail demand? Can its current strength be 
counted on in the future, or is it likely to evaporate 
when it is most needed? Is the record of the last 
year a flash in the economic pan, or is it here to 
stay? And if it is permanent, what implications does 
it have for general business in the future? 

By all indications, the enormous American mar- 
ket for retail goods is no transient phenomenon, but 
a permanent, built-in characteristic of postwar 
America. Admitting that the course of retail trade is 
not destined to be forever upward, a group of very 
encouraging conclusions can now be drawn about 
the character of the American consumer goods mar- 
ket. First, it is as big as the current figures indi- 
cate; that is, the current records do not reflect scare 
buying or any other unusual and abnormal influ- 
ence. Secondly, with some qualifications it can be 
said that consumer demand is now substantially 
more stable than in prewar years, or even early post- 
war years. In other words, personal outlays for 
goods and services—for everything from autos to 
clothing to rent to food—are henceforth likely to 
decline only very reluctantly, if at all, during even 
medium-type recessions. In shallow recessions, they 
are very likely to show no decline, or to rise mod- 
erately. Thirdly, the giant consumer market is going 
to emerge—perhaps this year—from a period in 
which outlays have been heavily in the direction of 
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durable goods, into a period when nondurables, no- 
tably apparel, will show increasing strength. Fourth, 
it is a market that is “trading up” at the fastest 
rate on record: it is turning its back on low-priced, 
low-quality goods, and reaching for de luxe premium 
priced goods in all fields from automobile models to 
beef cuts. It is rich, choosy, quality-conscious, and 
increasingly aware that the intensely competitive 
atmosphere of the middle 1950’s is playing precisely 
into its hands. 


Four Sources of Strength 


The well-springs of the strength Mm the consumer 
sector are now fourfold: (1) high and rising in- 
comes; (2) high and rising liquid asset holdings; 
(3) an extraordinarily high level of confidence; and 
(4) a high growth rate of the market itself, re- 
sulting from a combination of population growth 
and rising living standards. 

In early 1955, personal income in the United States 
is running about $6 billion higher than at the peak 
of the 1953 boom. At the same time, personal taxes 
are now running about $4 billion lower, so that per- 
sonal income after taxes—the so-called “disposable 
income”—is higher by fully $10 billion. That rise, 
however, is only the tip-end of a broad upsweep in 
consumer incomes that has been moving at a record 
rate almost throughout the postwar years. The 1955 
level of income is likely to be about $75 billion big- 
ger than in 1949, and almost three times as great as 
in 1941. 

It is true, of course, that these figures should be 
adjusted to take account of rising consumer prices. 
However, this adjustment, surprisingly, has little 
effect on the figures since 1949. Between 1941 and 
1949, incomes about doubled, while the price level 
increased by roughly two-thirds. But between 1949 
and 1955, incomes have increased about three times 
as fast as prices! The result has been a sudden and 
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SUMMARY OF NATION’S ECONOMIC BUDGET FOR “MAXIMUM” 
ECONOMIC GROWTH, ACTUAL CALENDAR YEAR 1953; 
ESTIMATED CALENDAR YEAR 1965 


(Billions of 1953 dollars) 








Actual, Estimated, 


Incomes from and expenditures for calendar calendar 





gross national product 1953" 1965 
PERSONAL 
Income, total disposable 250.1 380 





Expenditures: 






























































Durable goods 29.7 50 
Nondurable goods 118.9 185 
Services asi 81.4 122 
Total expenditeres 230.1 357 
Savings (+) : : +-20.0 +23 
BUSINESS 
| Incomes: 
Corporate undistributed profits 8.9 12 
Capital consumption allowances 7.2 48 
Inventory valuation adjust t —1.0 0 
Total incomes 35.1 60 
Expenditures: 
| Residential nonfarm construction Wg 16 
Plant and equipment : 38.0 60 
Change in business inventories 1.5 3 
Net foreign investment —19 
Total expenditures 49.5 81 
Dissavings (—) —14.4 —21 
GOVERNMENT? 
Incomes: 
Personal tax and nontax payments 36.0 43 
Business tax and nontax liabilities 51.1 62 
Contributions for social insurance 8.8 16 
Less nongross national product payments 17.4 26 
Total incomes 78.5 95 
Expenditures: 
Major national security 52.0 40 
Public construction, civilian 10.1 17 
Schools , 1.7 4 
Highways 3.2 6 
Other public construction 5.2 7 
All other 23.1 40 
Total expenditures 85.2 97 
Savings (+) or dissavings (—) —6.6 —-2 
Statistical discrepancy (+) or (—) +1.0 =... 
Grand total 364.9 535 











1 Detail may not add to totals due to rounding. 

2 Includes Federal, State, and local government. 

SOURCES: Joint Committee on the Economic Report. 
United States Department of Commerce. 

















prodigious expansion in the real buying power of 
American consumers. The final effects of that expan- 
sion are now appearing in retail markets throughout 
the country. 

At the same time that incomes have been surging 
upward, the distribution of total income has under- 
gone a change so marked as to justify the title 
“bloodless revolution” which is often applied to it. 
Increasingly progressive taxation, minimum wage 
legislation, the shift from low-paying agricultural 
employment to higher paying factory employment, 
rising factory wage scales as a result of unioniza- 
tion, and intensifying scarcity of workers in many 
less desirable pursuits as a result of the declining 
inflow of labor from abroad, have all acted to raise 
incomes at the lower end of the income spectrum 
much faster than at the upper end. The result has 
been a progressive equalization of incomes, not sim- 
ply by averaging out all incomes, but by raising the 
lower levels toward the higher. This, in turn, has 
resulted in making mass markets—far and away the 
largest markets in the world—for what were the 
luxuries of the few only fifteen years ago. 

Figures on the American income distribution are 
scattered and conjectural; but there is enough evi- 





dence to warrant the conclusion that both the in- 
come tycoon and the income pauper are close to 
disappearance. Even over relatively recent years the 
change has been surprisingly marked. For example, 
between 1946 and 1954 the percentage of spending 
units with incomes under $2,000 shank from 40% to 
about 20% ; those with income over $7,500 rose from 
4% to about 12%. Those with incomes of over 
$100,000 have probably been about unchanged even 
from prewar years, since it now takes between three 
and four times as much pre-tax income to clear 
$100,000 after taxes as it did in 1939. 


Liquid Assets of American Families 


The “bloodless revolution” in income actually got 
started in the 1930’s. But in the 1940’s its effect was 
vastly augmented by another revolution affecting the 
asset holdings of American families. In 1940, per- 
sonal holdings of liquid assets—currency, demand 
and time deposits, saving and loan shares, and U. S. 
Government securities—amounted to about $50 bil- 
lion; today they amount to about $220 billion. More- 
over, there is considerable evidence that these hold- 
ings, like incomes, are more widely distributed today 
than in prewar years. About 75% of all spending 
units now own some liquid assets, as defined above; 
about 25% of all spending units have more than 
$2,000 in liquid assets. And these figures do not in- 
clude holdings of corporate securities, which are 
now more widely distributed than ever before (par- 
ticularly if the holdings of mutual funds are treated 
as individual holdings). 

While asset-holding is much more widespread to- 
day than fifteen years ago, and while the distribution 
is apparently more equal, it is important to note 
that asset holdings are still distributed unequally 
enough to serve as a stimulus to all markets. If al! 
liquid assets were equally distributed to all spend- 
ing units, each unit would have only about $350 dol- 
lars—hardly enough for a down payment on a typical! 
used car. Large aggregations of assets in the hands 
of higher-income levels are responsible, to some ex- 
tent, for the high levels of new automobile sales in 
this country and, of course, they account entirely 
for sales of such luxuries as require an extremely 
large payment. 

As with incomes, much of the purchasing power 
inherent in liquid asset holdings has been lost 
through inflation. However, since about 1951, when 
consumer prices stabilized, asset holdings have con- 
tinued to rise at about $10 billion a year, and this 
has steadily reinforced the capacity of the consumer 
sector to build its living standard. More recently, 
since late 1953, the boom in the American stock 
market has increased the net worth of American 
shareholders by an amount in the neighborhood of 
$100 billion! This phenomenal rise has doubtless 
played a role in the strength of consumption ex- 
penditures, particularly for durable goods, over the 
past year and a half. 

Combining with the rise in consumer incomes and 
the improvement in their asset position has been a 
significant rebirth of consumer confidence in the 
future. The sources of this new confidence are many 
and varied; they include the rise in income and 
asset holdings themselves, but, perhaps more sig- 
nificantly, they reflect a sense of satisfaction with 
the price level and its stability over the past several 
years. Consumers are aware that they are now 
getting good value in the market place, as a result of 
intensive competition among producers (the auto- 
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HOW PERSONAL CONSUMPTION 
EXPENDITURES HAVE CHANGED 1949-1954 
(Percentage distribution) 
1949 1954 
Total 100% 100% 
ca Bis 13.1 12.3 
ns sa xcicttianphnosastaddvensanitens he 5.2 5.3 
DI MRI, a. csscecescosscassitevenecnss ’ 6.0 5.4 
naan vo eeacsdnsenvancepsonse 1.8 1.6 
Nondurable Goods .................. ee $1.5 
Clothing and Shoes ......... cue 10.3 8.4 
Food and Alcoholic Beverages ... 31.3 31.3 
Gasoline and Oil .......................... me 2.6 3.0 
Semidurable Housefurnishings . pean 1.2 1.1 
Sita atcoraacdladasrsceaitoanssacnssssvorbonnsanecs 2.4 2.2 
| Other Nondurables ............ ee Sere 5.9 5.6 
I tacos dacsecabcetaintsn usa BNE 33.3 36.2 
Household Operation .... : 4.7 5.2 
aaa sieseed 10.8 12.6 
Personal Services ..... ; ee seiots 2.1 1.9 
go vases acca nsehiay 2.1 1.9 
Transportation ... 3.2 3.1 
Giher Services ....................... 10.4 11.5 
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mobile market is the inevitable illustration). Also 
playing an important role in the development of 
this new confidence have been the rise of pension 
funds, of equities in the social security program, and 
of record holdings of life insurance, sales of which 
are booming. Finally, the confidence reflects a reali- 
zation that henceforth no American administration 
will tolerate any substantial degree of unemploy- 
ment for any considerable period, since to do so 
would amount to political suicide. The so-called “full 
employment act of 1946”, whatever its shortcomings, 
has at least tended to provide assurance that jobs 
and incomes will be plentiful in the foreseeable fu- 
ture. And there is also widespread confidence that 
to the extent unemployment arises, increasing unem- 
ployment insurance benefits will be available. 


Stimulus of Instalment Credits 


The tangible result of this confident outlook on the 
part of consumers has been an unprecedented will- 
ingness to spend their income before it is earned, 
through the medium of instalment credit. At pres- 
ent, instalment credit extensions aided by perhaps 
too much slick salesmanship are providing a signifi- 
cant part of the stimulus to retail trade, most notably 
in the automobile market. The relation of instalment 
repayment obligations to disposable income has risen 
sharply since 1946, and is now considerably higher 
than at any time on record, including the late pre- 
war years. Something like 12% of all personal in- 
come payments, after taxes are deducted, are now 
necessarily earmarked for repayment of instalment 
debt. For the average American, in fact, instalment 
debt repayment, together with rent or mortgage 
payments, life insurance premiums and payments to 
pension, retirement and social security funds now 
take 22 cents of every dollar earned, and the pro- 
portion is still rising at a noteworthy rate. 

In this one area—the drain of fixed commitments 
on income—lies the great threat to the postwar level 
of consumption, and, in fact, to the stability of 
business. If the current rate of debt formation con- 
tinues throughout this year, and if other fixed com- 
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mitments such as insurance premiums and payments 
into pension and retirement funds continue to grow 
at their recent rate, something like one in every five 
spending units wil! have earmarked fully 40% of 
his 1956 earnings in advance! This proportion would 
be by far the highest in history, in this or any other 
country, and its consequences for consumption may 
be serious. 

However, as recently as 1953 consumers have ex- 
hibited the ability to ration their use of credit when 
they feel they have become over-extended, and it 
is quite possible that such voluntary rationing will 
again occur within a year from now. If it does, it 
will of course mark an interruption in the upward 
trend of consumer buying, but it is not likely, from 
current indications, to be either severe or prolonged. 

It might be added that the prospective strength of 
the new American consumer market has very favor- 
able implications for general business, including 
those industries whose output is sold to business 
rather than directly to consumers. Personal con- 
sumption outlays by individuals now take about 
65% of the nation’s total output of goods and serv- 
ices, but their normal share suggested by past his- 
tory is close to 70%. Barring a major change in 
international affairs, it is probable that the con- 
sumer share of the total will gradually rise toward 
its long-term normal over the next five years. And 
in the course of this rise, it is very likely that soft 
goods—food, apparel, sundries—will advance more 
rapidly than hard goods, or services. The hard goods 
share of the total is likely to sink somewhat, partly 
because instalment debt, which is used in the pur- 
chase of hard goods, has already reached very high 
levels, and partly because physical stocks of con- 
sumer durables in the hands of consumers are now 
historically high. Similarly, it seems probable that 
outlays for services, which have been rising very 
rapidly in the postwar years, will rise only slowly 
in coming years. (Please turn to page 256) 











PERCENT OF OLDSTERS ON OLD AGE ASSISTANCE 
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By L. A. 


SJ he bitterness with which the two contend- 
ing forces battled for control of the giant Montgo- 
mery Ward Company in the fight just ended has 
sensationally highlighted the problem of manage- 
ment-stockholder relations. Many searching ques- 
tions are being asked of management by stockholders 
these days, not only at stockholders’ meetings but 
in communications addressed to officials, and in 
interviews which executives are often reluctant to 
grant but dare not refuse. 

Why this sudden blossoming of interest in man- 
agement at this time when stockholders are doing 
so well, both in dividends and in the prices of their 
shares? Probably, the most compelling reason is the 
rising tempo of “proxy fights” between those execu- 
tives and stockholder groups who have a vested 
interest in continuing existing managements, and 
“outsiders” who want to pry their way in, for reason 
that sometimes may not always be in the interest of 
the stockholders or the company. 

Publicity attached to these fights, and there is 
plenty of it, has naturally caused stockholders to 
wonder whether their long-term interests are being 
jeopardized by the struggle for control. In view of 
this concern, it is understandable that they should 
attend stockholders’ meetings in ever-growing num- 
bers, and that management generally should be in- 
creasingly sensitive to this new display of stock- 
holder interest in its conduct of company affairs. 

“Proxy fights” are not new in American corporate 
history but in the past year they have assumed an 
intensity ostensibly dictated by a desire on the part 
of new, contending groups to prove to stockholders 
that their election to the Board of Directors would 
improve the affairs of the company. Actually, how- 
ever, in too large a number of instances, these “proxy 
fights” are apparently brought on, not in the com- 
pany’s interests so much as by a desire by these new 
groups to command its financial resources. The 
colorful, but perhaps not too fanciful term of “finan- 
cial raiding” has been used to describe such activities. 
Stockholders, of course, have a right to seek light on 
the motives of these new groups, since a change in 
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in Management Attracts 
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Recent much-publicized proxy fights appear to have set in motion 
a wave of similar battles for corporation control. In some in- 
stances, criticism of management may be justified, but in others, 
effort to gain control, especially by “outsiders” is not always in 
the interest of the company nor its share owners. 


LUKENS 


the management of their companies could involve 
their vital interests. 

In most cases, the election of directors at annual 
stockholders’ meetings follows an established pat- 
tern. The agenda is known in advance and, while 
stockholders have the privilege of asking pertinent 
questions of the chairman from the floor, normally 
in a well-managed company questions of policy or 
aspects of operation are rarely brought up. 

The situation in the case of a real “proxy fight’, 
however, is quite different. Here, the financial ca- 
reers of individuals as well as the basic policies of 
the companies may well be at stake. These powerful 
contending personalities will go to any length of 
effort or expense to promote their cause but it must 
be said, in most of such cases, the stockholder is 
promptly forgotten as soon as his proxy is received 
and the battle is ended. Unless he makes a continu- 
ing effort to exercise his constitutional liberty with 
respect to exerting pressure on any management of 
which he disapproves, his interest can well be sub- 
ordinated. We are speaking here, of course, only of 
those companies which, by virtue of overly-conserva- 
tive policies or through otherwise faulty methods, 
have had a discouraging record and which have, 
thereby, attracted opposition. Those many others, 
much more numerous, which have had successful 
records do not fall in this category. For that reason, 
we will confine ourselves only to those companies 
whose managements have come under fire, for one 
reason or another. 

It is important to note that the prime targets of 
new aggressive financial groups in recent stockhold- 
ers’ fights are those companies which have followed 
unprogressive policies but which are nevertheless in 
possession of considerable financial resources. Con- 
trol over such resources is one of the prime con- 
siderations of new groups avid for power. In several 
cases, successful efforts to gain control of companies 
have provided these interests with the funds needed 
to acquire control of other companies. Therefore, 
stockholders may be advised to take note of the fact 
that if they happen to own stock in companies with- 
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in unappealing or retrogressive record and, if these 
companies should be in possession of substantial 
financial resources, sooner or later enterprising and 
energetic individuals of the promoter type are likely 
to be attracted into making a fight for control, in 
an effort to command these resources. This has been 
one of the prime reasons for several recent “proxy 
battles”. 

Other stockholders’ fights may be of a more con- 
ventional type. That is to say, these fights may be 
between two or more groups of “insiders”, with the 
minority groups attempting to unseat the present 
management for reasons which may have to do with 
policy or with faulty operational methods. This may 
involve inadequate use of existing facilities, unpre- 
paredness for new competition, or general ineffec- 
tiveness. The point to note, however, that in such 
instances the fight is not between an “inside” and 
an “outside” group but between two groups of in- 
siders, both of which presumably are interested in 
the company’s affairs and not in extraneous personal 
interests which do not affect the company. 

Last year, there were 28 “proxy fights” for con- 
trol of companies. Most of them were resolved with- 
out the outside world knowing much about the de- 
tails. In other cases, however, there was widespread 


public interest, reaching beyond the stockholders 
involved. This year, there may be an even greater 
number of “proxy fights”. Some of the more inter. 
esting recent examples are discussed in the following: 


The Montgomery Ward Battle 


The outcome of the fight between the Wolfson- 
Avery interests in which the latter were victorious 
was undoubtedly of importance to the stockholders. 
Even more important is the light it cast on the 
vulnerability of incumbent managements to direct 
attacks from outside interests when previous poli- 
cies have been proved inadequate. (In this case, the 
term “outside interest” seems appropriate because 
it is understood that the Wolfson interests had no 
important share interest in the company much prior 
to the beginnings of the struggle for control.) 
Nevertheless, despite the fact that the Wolfson inter- 
ests seemingly had a case in charging that the Avery 
management had been unduly conservative, a criti- 
cism that had been increasingly voiced in recent 
years by professional interests familiar with the 
affairs of the company, the standing of the Wolfson 
group, in the eyes of many, had been weakened by 
the suspicion that the (Please turn to page 261) 
















































































12 Companies With Highly Variable Post-War Records 
1947 1948 1949 1950 1951 1952 1953 1954 — 
Price Range Price 
BOHN ALUMINUM & BRASG................ 
NN I css sccstanccusenecas $ .36 $1.84 (d)$1.07 $3.37 $2.71 $1.66 $3.02 (d)$ .66 59 -16% 22 
Rs I I hilar caedaaisain 1.33 .66 .50 .83 1.16 91 1.10 .70 
CHICKASHA COTTON OlL CO. ............ 
IN I ccs cas sshcdansisancenpodanads 2.05 2.41 .07 4.19 2.39 43 (d) .09 2.31 22'2-10% 17 
BU, GE NID: Sicspssnchsacncencuonaiionpentten 75 1.00 1.00 1.25 1.25 75 sais .50 
IE FINI secennisacnsnisieisinsdntesnsancsesonchnonses 
I I pio ixeccacnnsccubanaiabiontn 1.66 17 (d) .56 36 0 ©(d) 1.17 (d) .54 (d) 1.14 (d) .84 B8Y%4- 1% 4 
NE I cs acs ceminsacanesuantion 
CORLIES Ge REIAAN qn cccrcsccccccccccccssses: 
BEERS eee RT ee .60 .92 .09 3.04 5.46 1.95 (d) 2.17 (N.A.) 46 -13 18 
a a asacsensecebans 1.50 1.00 .50 25 1.15 1.60 1.60 
CURTIS PUBLISHING CO. .................... 
RI NE III Gscinnssicacsacecnabnscandbonamabenee 61 69 .64 93 54 43 .60 52 13%4- 4% 8 
Ry PUI IN os cissncciskcusdaekessonanennidn .20 .20 .20 
SII IIIT. sccececitnnssisecccacooesesnincaasiaee 
I NE III iiss. cncaidceksvuckenssuabeasseoana 6.08 4.85 3.34 2.11 1.06 .02 .28 35 18 - 6% 10 
ca taocesneceapacces .401 501 501 .701 .60 10 10 10 
SUV EPEe CHURIIICAL on nccccscecscccecsescescoscces 
Net Per Share 2.01 2.04 .92 1.88 1.92 .65 .69 .20 3514-1034 16 
I I a Sa sccscuchncacieechuasinwiaces 1.00 1.00 1.00 .80 1.00 8712 .50 .50 
HOLLAND FURNACE 
Net Per Share .. 4.10 4.48 3.69 3.53 2.02 1.45 1.05 1.04 31%4-105% 15 
Div. Per Share 2.00 3.00 2.75 2.75 2.00 2.00 1.66 1.00 
MINNEAPOLIS-MOLINE CO. ................. 
Net Per Share ... 8.25 7.20 8.03 5.30 4.31 1.71 .67 27%4- 7 20 
Div. Per Share .90 1.20 1.60 1.60 1.20 
PFEIFFER BREWING 
Net Per Share 1.86 2.49 3.14 3.05 2.37 2.06 1.65 48 25 -9 9 
SN I I os ch ccaccubenenssatusnene 75 70 1.001 1.50 2.00 1.60 1.60 .60 
SEIBERLING RUBBER ................ccccscccssees 
Net Per Share 58 75 (d) 1.99 5.26 3.30 1.48 2.11 .02 16%- 4% 10 
Div. Per Share 50 25 1.00 1.00 1.00 .30 
Ee TD I, ccncccccosccnicossctnnce 
Net Per Share 1.34 91 .83 93 .28 .50 57 55 21%- 8 10 
Div. Per Share 1.25 .70 70 1.00 40 .40 50 60 
(d) Deficit. (N.A.) Not available. 1 Plus stock. 2 Estimated. 
(he — a Sr 
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By HOWARD NICHOLSON 


Ee ™ year 1934 marked a milestone in Ameri- 
can history that might well be regarded as among 
the most crucial years in the evolution of the Repub- 
lic in that it saw a reversal in the trade policy which 
had been responsible for the growth of the Nation 
from a pastoral and agricultural land to the great- 
est workshop in the world. In 1934 Congress, under 
the hypnotic spell of the scarcely born New Deal, 
passed the Trade Agreements Act. Not only has this 
statute been called by its opponents a conspiracy to 
destroy the workingmen and the small investors but 
also to undermine our ability to defend ourselves in 
time of war and sustain ourselves at our attained 
level in time of peace. 

Underlying the purposes and the operation of the 
law is a fundamental change in our Constitutional 
structure for it has the effect of removing the tariff- 
writing responsibility from the Congress and plac- 
ing it in the hands of the President of the United 
States! 


American Interests Ill-Served 


The General Agreement on Tariffs and Trade, 
the international instrument under which the law 
operates, is due to expire next June 12 and the Con- 
gress, under pressure from the Administration, has 
been debating a three year extension. The GATT, as 
it is known in official parlance, has come of age and 
as each period for an extension has come up, it has 
been realized more and more that American interests 
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have been ill-served under its terms. The struggle 
this time has been far more bitter than ever before 
as the 21 years of the life of the instrument are 
showing their cumulative effect, an effect deleterious 
to American economy. 

When the United States was established as a 
Nation, the chief source of revenue was the tariff. 
This remained true for generations. It is true that, 
very early in our history, a sectional division grew 
into being, the agricultural South desiring manu- 
factured goods at the lowest possible figure while 
the North realized that it must have tariff protec- 
tion if its manufacturing industries were to thrive. 
Inevitably, these divergent interests resulted in the 
creation and rapid growth of political parties, the 
Republicans traditionally becoming the protective 
tariff party and the Democrats the free trade party. 

Experimenters in the field of history have written 
much on influences which built the Nation and, of 
course, there have been differences of opinion. But, 
over the years, it has been fairly well demonstrated 
that, without a protective tariff, no such industrial 
plant as that which exists could have been built. 
Obviously, without this industrial plant, the United 
States never could have achieved the position of 
World leadership it occupies. 

Perhaps, more basic than these other considera- 
tions, the American people, from the lowliest work- 
man to the head of a great corporation, could not 
have attained the highest standard of material liv- 
ing ever known in history! 
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What now has become a source of increasing 
alarm is that American leadership and this cherished 
standard of living are seriously threatened. Some 
(but not many) of those who read these lines will 
remember the campaign cry of the supporters of 
William B. McKinley. Its shrillest note was The 
Full Dinner Pail and the struggle was to elect to 
the Presidency the author of the McKinley Tariff. 

With the passage of the years, the tariff has fallen 
low as a producer of Federal revenue and there has 
been a tendency to forget the immense effect the 
tariff had upon the Nation. In the years between, 
other issues have filled the minds of the people. Now, 
however, as the result of an involved set of circum- 
stances, the clear fact is emerging anew that aban- 
donment or substantial modification of the well- 
tried tariff policy can still the wheels of industry 
and empty the dinner pails which for so long have 
been full to overflowing! 

The General Agreement on Tariffs and Trade, to 
which most of the Western Free World nations are 
signatory, provides an elaborate system of recipro- 
eal foreign commerce. Even though in 1934, the 
United States was only beginning to arise from a 
world-wide depression, it soon became again the 
dominant industrial nation of the world and, because 
of deranged currencies, achieved a further domi- 
nance in finance. So it was inevitable that, in the 
effort to restore world trade it should be the United 
States which granted the most reciprocal trade 
favors. 


An Alice in Wonderland Tale 


With the passage of the years and the devastation 
of the Second World War which left almost all other 
nations in the very doldrums of depression, the posi- 
tion of the United States appeared as more dominant 
than ever. So, stimulated by an altruistic spirit, this 
country not only continued to grant all manner of 
trade advantages to other nations but, with billions 
of dollars in grants, assisted them to rehabilitate 
their industries, their agriculture, their shipping and 
all other instrumentalities of production. 

Actually, if some utterly detached being were to 
read, as history, the story of what has occurred, it 
would seem the veriest Alice in Wonderland tale. 
Under the pleading of One Worlders on the one hand 
and old-fashioned and serious believers in the doc- 
trines of free trade on the other, the American peo- 
ple have poured blilions of dollars into the industries 
of foreign nations, through the Marshall Plan, Presi- 
dent Truman’s Point Four Program and the varia- 
tions of those operations. Despite appalling waste 
and mismanagement, not only have the old industries 
been enabled to rise again but wholly new ones have 
been created in the foreign beneficiary countries. 

The broad result has been that the foreign indus- 
tries which American money has rehabilitated or 
created now have risen to become sharp competitors 
of those American producers whose taxes paid the 
bill. The resurgence has been such that more goods 
are being produced than can find a ready market at 
home with the inevitable result that our own do- 
mestic market is invaded. There is, in addition, a 
further and bitter aspect to that situation. Some of 
the countries have entered upon a sort of blackmail 
against the United States. They have said and are 
saying that if we will not buy their goods, then they 
must find what market they can in the lands of our 
enemies. Ninety-six countries, beneficiaries of Amer- 
ican billions, sell all manner of goods to Russia and 
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Iron Curtain countries, practically all of which goods 
are immediately useful in war or can be speedily 
adapted! 

Assuredly, the utterly detached observer would 
find it nothing short of laughable that an American 
high official, appearing before a Congressional com- 
mittee on this very issue, the extension of this Trade 
Agreement, declared: “The Italians will not under- 
stand it if you do not extend this Act and thus permit 
them to sell in the United States the goods produced 
in Italy at plants established there with funds com- 
ing from the American taxpayers.” A comparable 
official made the same argument about other coun- 
tries involved. 

Beginning as much as a decade ago, various 
American Government agencies advanced money to 
foreign countries to enable them to build hydro- 
electric plants to furnish power which in turn could 
run factories turning out goods to compete with 
American products, not merely in the world trade 
generally but right here at home. An especially in- 
teresting aspect of some of these deals has to do with 
the purchase of generators and other electrical ma- 
chinery. In some cases, the electrical machinery was 
purchased elsewhere, chiefly in England. But in 
other cases foreign countries were granted priori- 
ties to purchase vital machinery here. This was dur- 
ing the latter part of the war and the beginning of 
the post-war period when production was far behind. 
The foreigners could buy this machinery when our 
own domestic utility companies could not obtain de- 
liveries although their maintenance was lagging. 
That is only a side aspect of the general trade pol- 
icy which has put every other country’s interests 
ahead of our own! 


One Way Reciprocity 


The many countries signatory to GATT theoreti- 
cally are presumed to (Please turn to page 256) 
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By “VERITAS” 


CHANGING TIMES are reflected in the motive sup- 
porting President Eisenhower’s plan to send an 
atom-powered American merchant ship around the 
world, to touch all ports as a floating workshop of 
| this country’s theory that the atom can be harnessed 





WASHINGTON SEES 


Before month’s end, Congress may be well on 
the way to decision on an issue which is much 
more important in its implications than in its im- 
mediate consequences: whether to set up the 
machinery now for a war all hope will not come. 


The Defense Mobilization Board has readied for 
Capitol Hill, a plan for stand-by controls. It could 
be made operative overnight, replaced in about 
90 days by a method tailored to to fit the geog- 
raphy, extent, and nature (nuclear or otherwise) 
of the attack to be repelled. DMB presents it as a 
form of insurance policy against being caught un- 
prepared, but it’s a legislative calculated risk: it 
probably will be interpreted by many to mean 
that feelers have failed and that the nation now 
is girding seriously for war. 


For more than a year, DMB has been “reveal- 
ing” that a plan is in the works. The idea was to 
take from the eventual disclosure of details the 
coloration of new, or worsened, perils to peace. 
The numerous delays in unveiling had their incep- 
tion in the White House; President Eisenhower 
still worries about the psychological effect of tell- 
ing citizens that they could wake up tomorrow to 
find that production of automobiles for private 
use, home appliances, spare tires and many other 
things has been curtailed, and that stockpiling 
may soon be reflected at store counters. 


Chief White House worry is that politicians will 
cite it as diplomatic failure, incite the citizenry. 
Ike’s aides say some GOP-labeled senators could 
be the worst offenders. 








224 


for good, not confined to missions of destruction. 
Theodore Roosevelt sent the fleet on a good wiil mis- 
sion in 1907—for the obvious purpose of impressing 
the warlike Japs with our striking power. It was a 
“peace, or else” gesture. The atom-propelled ship 
will display no military might. It will be scientific in 
purpose and nature, a fitting follow-up to Ike’s 
atoms-for-peace speech to UN. 


BRICKER AMENDMENT is again in the running for 
congressional approval but, if anything, its chances 
of enactment have been weakened at the start. Last 
year President Eisenhower was little more than 
passively opposed; this year he is firmly on record 
against, and he has thrown into the fight his prestige 
as GOP leader. Administration stalwarts were quick 
to take the cue and are using the argument that 
their party-men shouldn’t question White House 
powers, long exercised, on the first occasion of GOP 
occupancy by the republicans in 20 long years. And 
Sen. George says this time he’ll vote for it but won’t 
whip demmies in line for it. 


REASON why the State Department has not been 
playing up to Anthony Eden in any degree compara- 
ble to the fuss always made over Sir Winston 
Churchill, and to a lesser extent over Clement Attlee 
when the Labour Government was at the helm, is 
that nobody knows whether Eden will survive the 
forthcoming election or, if his party wins, whether it 
will retain him as Prime Minister. He came into 
the PM role by a succession created by Churchill and 
he was appointed by Sir Winston. Feelers now are 
- to ascertain whether the conservatives will “go 
along.” 


VALUABLE hint to business groups or committees 
which may trek to Washington for conferences with 
Treasury Secretary George Humphrey has come out 
of experience of newsmen. Humphrey has adopted 
an iron-clad 15-minute appointment rule—no excep- 
tions. But the Secretary turns on an inquisitive na- 
ture to blanket conferences when the wisdom of 
saying little or nothing appears. So the best rule is 
to grab the floor and hold it; interview or you'll be 
interviewed the whole period. 
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Steel is a focal topic in Washington economic 
discussions and has been since Ernest T. Weir told Na- 

















tional Steel stockholders and directors, April 27, to be 
ready for a price rise and the reactions thereto. As if 
Aa WUE to give emphasis to the warning, the United Steel 
Workers picked the same week for their announcement of 
i new demands in the making, boosting wages and conse- 
G quently wholesale prices. So, there will be watchful 
a Te 
Usually, they are. If what Chairman Weir envisions 
comes to pass, wholesale prices all along the line will 
Pp react; so, too, will retail prices for the fabricated 
hess products. However, the spirit of optimism that good 
times are here and indexes will rise even more, removes 


waiting until the demands are received and acted on: 
much depends on whether the pay "requests" are met. 

worry from the elements of current conversation over 
steel. 















































Peace talk, in the words of the congenial pes- 
simists, seems to "be getting out of bounds." General Romulo did an outstanding 
diplomatic job for the free world at the Bandung meetings, and Negro Rep. Adam 
Clayton Powell of New York, knocked the props from the communist propaganda of mis- 
treatment of minorities in the United States. The State Department had feared 
Powell would take an opposite approach, hesitated to clear him for the trip and 
probably wouldn't had he not had the backing of fellow congressmen who foresaw then- 
selves, some day, barred from trips because their views didn't coincide with the 
ruling group in the State Department. 

















But_ the real bases for peace optimism spring from the talked-of conferences 
at peak level with Russia and the Chinese reds more amenable than at any time in 
the past. Natural suspicion on the part of some congressmen and private citizens 
may grow into a major problem: if it becomes vocal and strongly organized, suspi- 
cions will grow on the part of the commies and dealing at arm-length may be made 
impossible. General Eisenhower has been acting in the current situation as FDR fre- 
quently did when top-level meetings were in prospect: he is personally taking the 
reins. That's all for the good, insofar as public reaction goes, and it will inure 
to the success of the meetings. This isn't so much a reflection on Dulles as it is 
a _ compliment to Eisenhower. 























When Malenkov was given the gate at Moscow in February, men close to the 
hub of things diplomatic made an analysis which seems headed toward realization. 
They saw Bulganin as figurehead chief of state, cast in the Malenkov mold rather 
than as another Stalin. They sensed an upsurge of the military, and that played the 
beam on Zhukov's role. As a military man, General Eisenhower recognizes the hazard 
of spreading a striking and defensive force over too broad a geographical area and 
of too wide a distribution of control. The promise to protect countries everywhere, 
at any time, against any type of attack is not in the Eisenhower pattern of foreign 
relations and he realized it could not_be in the indorsement of Zhukov, whose 
military mastery the man in the White House respects. From the start, Eisenhower 
and Zhukov talked the language of military men, former comrades-in-arms. Since that 
February day progress has been slow but continuous. These are the circumstances 
on which current confidence is based -- it springs not from emotional roots but from 
professional evaluations of both the diplomatic and military developments. 























Construction of about 17,000 new housing units on military posts in this 
country and abroad is called for in the over-all Defense Department request for 
public works funds, now going through the congressional mill. The bill would 
authorize a $255 million military home building program for bases in all states 
(except West Virginia) and in a number of off-shore bases. Other overseas housing 
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for military personnel and their dependents is requested in a section authorizing 
use of $75 million to be acquired through the surplus agricultural commodities 
program. All units are to be government-built and owned. 










The military housing program is interesting from the viewpoint of its im- 
plications. First reaction might be that a very large personnel expansion is in the 
planning. One familiar with the barracks-type construction used by the military 

arms can appreciate that World War 2 buildings are reaching the end of their useful- 
ness and many of them must be replaced; in some instances it's cheaper to build from 
the ground level than to attempt repair. So the big army idea is not a valid guess. 

















There is a very considerable program for overseas housing and that could 
mean several things. It could, for example, tip off permanent occupation armies, or 
even larger ones; but the trend is the other direction. Certainly there would be 

no thought now of building houses for soldiers in "hot spot" lands where we don't 
have any troops. So the real basis of the overseas program is probably a much 
simpler one: better housing to be built in foreign countries, with the currency of 
those countries channeled through a farm program that takes up millions of dollars 
worth of American surpluses. The foreign nation buys the food and Uncle Sam spends 
the money in spreading economic and military aid at the source of the food deal. 
























































As had been predicted from the beginning of the current session of Con- 
gress, the competition for political capital to come out of antitrust investiga- 
tions, is another case of too many cooks and a spoiled broth. Had the Attorney 
General's Committee on antitrust law and enforcement submitted anything but a wishy- 
washy review, things might have been different: there might have been some working 
papers. As it happened, the report broke down into so many dissents that every 
exponent of a theory about what the Sherman and Clayton Acts should say, or be 
interpreted to mean, finds support for his ideas. The result is a situation worse 

than before the committee of experts went to work. Today, every untried notion can 
|; quote dicta in Support, and just about every tried and tested principle has been 
assailed. 




















Already three committees of congress are contesting for the limelight and 
others are bound to enter. In this maze of words and ideas some helpful suggestions 
undoubtedly lie buried. But that isn't all, for there is yet to come — soon — an 
antitrust study from the Federal Trade Commission: more confusion, more precedents, 
more forming of "sides" on a subject that, perhaps, is so misunderstood because it 
has_been "studied" so much. The Attorney General's committee could hardly be ex- 
pected to report back that Mr. Brownell had been in office for two years and had 
allowed things to get away from him. So the experts said the merger law needs 
no amendment; it's okay as it stands. And far from strengthening the law, the 
committee proposed that it be weakened: strike out the fair trade sections, it 
recommended. 


























Department of Justice records show an average of 50 mergers each month — 
each, naturally, involves at least two going firms. (The fact of the matter is that 
one or more of those involved entered the arrangement because of the very fact that 
it was a "going" company.) The Department examines the facts in a cursory manner in 
all instances, probes more deeply where the need is indicated. But to suggest that 
a_40-year old law is competent in all particulars to cope with the affairs of a 
business world four decades older than the statute raises eyebrows on Capitol Hill. 
One has but to look at Department of Justice action to stop Bethlehem and Youngstown 
from pooling their steel business to realize that some revision is needed: either 
the government lawyers are wrong or the highly-rated steel lawyers are. Somebody 
needs clarified guidance! In any event, today's proposed mergers cannot be treated 
in an academic manner. The merits of each must be weighed in connection with the 
competitive situation. 
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Hopeful Outlook For 


Economic Progress in Spain 


By V. L. HOROTH 


Wren the economic and military agreements 
between the United States and Spain were signed in 
September 1953, it was freely predicted that a new 
phase of Spanish economic development was about 
to begin. This prediction was based on the assump- 
tion that one half billion dollars was to be spent in 
that country over a period of seven to ten years. 
Now, after a year-and-a-half of the military-eco- 
nomic deal, it seems likely that by the time the naval 
and air bases are finished, the United States will 
have pumped close to one billion dollars into the 
Spanish economy. One billion dollars is about 40 
billion pesetas — no mean amount when one con- 
siders that Spain’s outstanding circulation is just 
about that much. No wonder hopes have been run- 
ning high that U.S. spending on such a scale would 
revitalize Spain’s economy, still recovering from the 
disastrous Civil War fought in the late ’thirties, and 
result in a general quickening of the tempo of 
Spain’s economic development. 

The terms of the 1953 agreements gave the United 
States the right to develop certain strategic air 
bases, improve certain harbors, and modernize trans- 
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portation facilities so as to make possible the pro- 
tection of the trans-Atlantic shipping lanes in case 
of communist aggression. The Spanish bases, esti- 
mated to cost over $300 million, were planned to 
be alternative to our bases in Morocco and other 
countries of North Africa, now in the midst of social 
and economic turmoil. 

In return, the United States agreed to help the 
Spanish Government with the modernization of the 
armed forces which have a mobilization potential of 
over 2 million tough, hardened soldiers. This mili- 
tary aid, estimated at $250 million or more, involves 
principally the transfer of military hardware. 

In addition, the United States undertook also to 
supply Spain with over $200 million worth of eco- 
nomic aid which was to take the form of cotton 
loans, surplus food, and, above all, industrial equip- 
ment to permit a speedier rehabilitation of Spain’s 
economy and the raising of living standards. These 
standards, especially among the peasantry and in- 
dustrial workers are among the lowest in Western 
Europe. It now appears that economic assistance, if 
it really is to leave a mark on Spain’s economy, will 
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U. S. Trade with Spain 
(In Millions of Dollars) 

| U.S. EXPORTS 1953 1954 
I chsh cocs actus seobibuninigyduhenseadipnsensasss 20.1 21.1 
IN 5550 css cncenn coh icon cosnesopndanuaecin 14.2 29.2 
NI onic csactintavasstconkesiahsninsexacsonve 5.6 3.2 
Agri. machinery and tractors ...............00000 3.0 1.4 
Other machinery and vehicles ........................ 9.5 15.6 
RON ANNI III 5 o505.c6 ccesanasnassassncevecsocraenss 3.4 5.7 
SII nde Svs tancVsuioncvacessniacasassaceasssecadssseéobinsen 2.1 2.8 
I oaks tcc de cahiaiskis sanaobesdichubnchnnensansecens 12.5 18.1 
I andereailh doiatonvaderanstcanduoe seals 70.4 97.1 
U.S. IMPORTS 1953 1954 
gaia aca d's da sid esas oa vekcaninda haosankaion 19.5 20.3 
I eckiyicksa san Labbe apeia dsc van cuca Dn cuaaentauciausiaene 65 7.3 
I aii e ares iecia subse sesia ha nacuass buaanNaiadapousensaces 2.5 2.6 
RI NNN MMMEINNODDS © 5c, cccaveavnassoniceassiacesesecassh 6.3 4.4 
I 565s oshiaasicannebaccdoxenbaneie 10.1 9.5 
I no soos ind wstaseips ssanssahudhicnsastuandbabsaias 6.7 5.0 
MUA Scauchahkeniaeapeeticakcanisnsacies cxasclsassedaaaninuncvnte 3.0 3.5 
III corsa chtaace rics nsacinsbaxsolcsansavtasabisaxtcchaiaand 9.6 11.0 
ME ie 5io sain cec i cecenigenneadondaeuinesens 64.2 63.6 




















have to be upped at least half a billion dollars. 
implementation of Agreements 


Things move slowly in Spain, and in general the 
implementation of the Agreements has lagged some- 
what. It has been found that Spanish contractors 
are not quite equipped for the jobs they contract 
to perform, but work is now well under way on the 
big air bases at Torrejon near Madrid and Sanjuro 
near Saragossa in northeastern Spain. Other air 
bases are planned for San Pablo and Moron dela 
Frontera near Seville. More recently work began 
on the air and naval bases at Rota near Cadiz, the 
port where Columbus outfitted his new World ad- 
venture. All the air bases mentioned above are to 
be linked with the Rota Naval Base by a petroleum 
pipeline some 460 miles long. In addition, the Navy 
is to improve facilities at el Ferrol in northeastern 
Spain, at Cartegena in southeastern Spain, and at 
Mahon in the Balearic Islands. 

Hand in hand with the building of air and naval 
bases, the Spanish Army, Navy and Air forces are 
being re-equipped and modernized. This is no place 
to make an extensive enumeration of the things 
that have been already done during the past year 
and half — it suffices to say that all kinds of equip- 
ment have been provided, ranging from Patton 
tanks to minesweepers. Eventually Franco’s forces 
are'to get American jet planes and a radar network 
is to be installed in the country. To spur the Spanish 
armament industry, several millions in offshore 
procurement contracts have been placed with it. 

While the work on air and naval bases is pro- 
viding Spain with extra dollars and while military 
hardware is pouring into the country, the Spaniards 
have been rather disappointed in the nature and the 
results of the economic assistance. Perhaps this is 
because too much improvement within an unreason- 
ably short time was expected from the American 
deal. As it is, Spain was granted $85 million in eco- 
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nomic assistance during each of the two fiscal years, 
1954 and 1955. In 1954 the aid was well distributed, 
with nearly half of the amount going into the 
modernization of agriculture, transportation, electric 
power generation, and the steel industry. This year, 
partly because, as Washington explained, “‘it takes 
time to implement the investment”, only some $30 
million is to be set aside for equipment and raw 
materials; the remaining $55 million is to be used 
for the purchase of surplus agricultural commodities 
in the United States — a decision which does not 
sit well with the Spaniards. 


A Country of Climatic Contrasts 


Spain had a difficult year in 1954, and this fact 
is probably the basis for complaints about the slow- 
ness and inadequacy of American economic assist- 
ance. Spain is a predominantly agricultural country, 
but its agriculture must contend with greater 
vagaries of nature — and of rainfall in particular — 
than that of any other Western European country. 
The drought in 1953, coming toward the end of a 
five-year cycle of dry years, was particularly dis- 
astrous, necessitating the spending of $100 million 
for wheat and other food when the country needed 
the money badly to buy industrial raw materials 
and equipment. While the national economy was 
slowly recovering from the effects of this drought, 
an intense, unseasonable cold wave in February 1954 
wrought extensive damage to citrus and olive or- 
chards. Since citrus fruit and olive oil are the main- 
stay of Spanish exports, the country’s foreign 
exchange earnings capacity was badly crippled, 
and it was only due to extra dollar receipts that 
international payments were kept in fair balance. 

Another consequence of the scanty rainfall in 
1954 was the rationing of electric power in some 
areas, such as Madrid. This in turn slowed down 
industrial production. However, Spanish industries 
have by this time learned how to take both power 
and raw material bottlenecks in their stride, al- 
though the result is usually higher production costs 
which are rather readily passed on to the domestic 
consumer, but which make exports difficult. 

Yet, in spite of all the handicaps, Spain’s 1954 
exports at $470 million were only slightly lower 
than in 1953. Apart from olive oil and citrus fruit, 
the exports normally consist of early vegetables, 
bananas, wine, almonds, corks, iron ore, pyrites. 
zine, mercury, wolfram, canned fish, and cotton 
textiles. Since the 1954 imports were about the 
same as in 1953 the excess of imports at $120 million 
varied little from the 1953 figure. 

Additional sources of foreign exchange for Spain 
are emigrant remittances and the tourist traffic. 
Almost 2,000,000 foreign visitors, including some 
200,000 Americans, came to Spain in 1954. A new 
record is expected in 1955, since Spain remains 
one of the most reasonably priced countries in 
Western Europe. Another potential foreign ex- 
change earner and saver, the Spanish merchant 
marine, is steadily expanding, with the shipyards 
concentrating on fruit carriers and cargo-passenger 
ships. The reaching of the official target of 1,500,000 
tons may not be far off. 


Impressive Industrial Progress 
As the fair haired boy of the Generalissimo 


Franco regime, Spanish industries have made really 
impressive progress, especially during the last four 


THE MAGAZINE OF WALL STREET 








or fiv 
outpu 
as hig 
ended 
heav 
Spain 
with 
now 
dustri 
plosiv 
many 
Many 
branc 
sincer 
econo! 
Spain 
in th 
tating 
Alt 
and ¢ 
there 
devel: 
dustr 
fibers 
the n 
ating 
indus 
being 
ment 
comi 
grea 
Prov 
will 
steel 
1954 
Bilb 
sista 





= 
— 





or five years. It is estimated that the 1954 industrial 
output was double that of 1946 and some three times 
as high as in 1939, the year when the Civil War 
ended. The textile industries of Catalonia and the 
heavy industry in the Basque Provinces are still 
Spain’s industrial core, but a great diversification 
with Government blessing is taking place. Spain 
now produces tires, plastics, artificial fibres, in- 
dustrial chemicals, dyestuffs, pharmaceuticals, ex- 
plosives, sewing machines, railway rolling stock, 
many machine tools, and diesel motors and trucks. 
Many of these products are made in American 
branch factories operating in Spain and it is a 
sincere hope of the Franco regime that the military- 
economic cooperation between the United States and 
Spain will encourage investment of private capital 
in the expansion of present industries and facili- 
tating the introduction of new ones. 

Although progress, especially in metal working 
and chemical industries, has been quite impressive, 
there are many shortcomings in Spain’s industrial 
development. Efficiency varies greatly. Some in- 
dustries, such as the manufacturing of artificial 
fibers, are up to date; on the other hand, some of 
the metal processing industries are said to be oper- 
ating with old, worn-out equipment. In general, the 
industrial structure is top-heavy, the basic industries 
being too weak relative to the manyfold require- 
ments of the secondary industries. But these short- 
comings are being tackled. For example, when the 
great new steel plant at Aviles in the Oviedo 
Province in the north is finished by 1958, Spain 
will be able to produce more than 2 million tons of 
steel a year, twice as much as she produced in 
1954. Another steel plant, the Altos Hornos near 
Bilbao, is being modernized with American as- 
sistance. 


Eliminating Raw Material, Power, and 
Transport Bottlenecks 


Other weaknesses of the Spanish industrial set-up 
are the bottlenecks in raw material and power out- 
put, and insufficient transport. The exploitation of 
mineral deposits, the importance of which declined 


since the beginning of this century because it ceased 
to be profitable, is now being pushed by the Govern- 
ment sponsored Instituto Nacional de Industria 
(INI), which is also sponsoring the new steel works. 
Spain’s mineral resources are surprisingly varied 
and include iron ore, zinc, lead, copper, tungsten 
(wolfram), mercury, tin, fluorspar, and pyrites. 
Spain’s potash deposits are the second largest in 
Western Europe. 

Electric power and fuel bottlenecks are also being 
overcome with the help of American grant aid and 
the technical assistance of Amerian private enter- 
prise. Coal output, which the Franco regime suc- 
ceeded in expanding about four times, is simply not 
large enough to satisfy industrial and private con- 
sumption. Imports of coal and petroleum products 
currently absorb one-quarter of Spain’s foreign ex- 
change earnings. This situation is to be at least 
partly relieved by the 10-year plan for hydro-electric 
development which aims at the expansion of the 
present installed capacity 214 times by 1963. 

Intensive search for petroleum deposits is going 
on in at least seven different localities, several 
American companies cooperating in the project with 
the INI and other Government monopolies. Exten- 
sive oil-bearing shale deposits are also being utilized, 
and at least one plant, near Ciudad Real, south of 
Madrid, is using oil shale together with coal for 
generating electricity. 

The Spanish railways system was inadequate 
for the country’s needs even before the Civil War. 
It is now being rehabilitated, the plans calling for 
spending at least $500 million. American aid is to 
be used for securing rolling stock and operating 
equipment which particularly is badly needed. 


Agriculture and Land Conservation 


The most neglected sector of the Spanish economy 
is agriculture which still employs more than half 
the working population, but contributes not much 
more than one-third of the national income. Agri- 
culture is also the chief foreign exchange earner. 

Spanish agriculture has not quite yet recovered 
from the after-effects (Please turn to page 260) 




































































Spain — Economic Statistics | 
Popula- Steel Elect. Wheat Cost of Peseta Dollars Nat 
Year tion Output Output Prod. Living Free In U.S Income 
(mil.) (000 t.) (bill. kWh) (000 t.) ('36——100) (per $) (mil. $) (bill. ptos.) 
BTID icc sanconsesensosincsncinacvnincesatensisseasensnsbessnssbess 24.7 373 2.80 3,254 100 8.5 _ 27.1» 
BPM sas ssuckicobasiaclesdorinboninunlsesccsepeasskadpnasiusabenes 27.0 641 5.47 3,563 361 23.0 16 93.9 
| 
| 
i) SEMIN asa sentence saeavabeincnsoncensssvapissanibecsacsatpvteaeiess 27.7 720 5.63 2,947 478 45.0 16 119.0 
| III <u cyis rs cxaiocasruriesneeicsensadtabasaiaesiusamnalicooanisksenbiss 28.3 907 9.84 4,101 568 48.0 19 250.3 
ID -sconcicntasvasehcunseeunidovnieabbanntooneipesintsansneansiins 28.5 959 9.92 3,055 5774 43.48 362 251.0 
BOE rassisanechsiiaskaihliesbiueaebanapaisebbesihinniasiaahenntiaees 28.8 1,103 10.48 4,530 5958 43.04 71a 280.0 
I IID snstcsncdsacenentnsconinccebshecubbacsnicdicnstiseeins 93 
&—end of year; >—1939; €—partly estimated 
em A TRAN EE SL a =aenenene a SS ee 
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WHAT FIRST QUARTER 
EARNINGS REVEAL 


By WARD GATES 


PART Il 


3 he flood of first quarter earnings reports, 
from practically every industry, shows rather re- 
markable consistency with respect to the scope of the 
gain in earnings which took place in that period. 
Whether compared with the last quarter or the first 
quarter of 1954, the gain in profits has been striking. 
Not only have most of the largest companies turned 
in reports that were exceedingly satisfactory from 
the stockholder’s viewpoint, but many of the lesser 
concerns, as well, have demonstrated impressive re- 
cuperative power, as compared with their poor show- 
ing of last year. 

While profits have been almost uniformly upward, 
this has not been true of sales. As compared with 
the first quarter of last year, sales did not increase 
to any substantial degree, measuring an increase of 
some 8% on the average, whereas profits advanced 
from 10% to 20% and more in individual cases. 
The rate of profit varied from industry to industry 
and from company to company. Those companies 
which were especially favored by tax reductions or 
which had improved their cost control fared better 
than the rest. 

Industrial production in the March quarter rose 
steadily, with automobile and steel in the van. Con- 
struction industries also were conspicuous for sus- 
tained activity, which has continued on into the 
second quarter. Retail sales increases varied from 
2% in the Northwest to 7% in the Pacific Coast and 
Middle West. 

One of the most beneficial aspects of business and 
industrial operations during the quarter with re- 
spect to building up new orders is the obvious im- 
pact of the previous reduction in inventories. With 
supplies in better balance and increased buying from 
consumers and industry generally new orders had 
commenced to pile up. This was most strikingly 
noted in the steel industry with many consumers 
suddenly finding themselves short of supplies. 

The stability of prices has been an important fea- 
ture in the first quarter. Both the wholesale level of 
commodity prices and the consumers price index 
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have remained virtually unchanged since a year ago. 
This has made for a more solid price foundation, so 
that business profits came directly from sales vol- 
ume, instead of being artificially influenced by price 
twists and turns. So far as consumers were con- 
cerned, they benefited from the lower prices for food. 
This has, in part, enabled them to use savings from 
food expenses for the purchase of goods and services. 

Entering the second quarter, it appears that the 
major industries—automobiles, steel and construc- 
tion—which have contributed to the upswing are 
still maintaining a high rate of operations. As we 
are now in the second month of the quarter and the 
trend has thus far not been interrupted nor is likely 
to be by the end of June, it would appear that sec- 
ond quarter earnings will at least equal those of the 
first quarter and may, in fact, surpass them. 

Looking ahead to the third quarter, one cannot 
reasonably assume that the present rapid pace of 
industrial output can be maintained. A let-down in 
automobile production should be expected with the 
summer months and the steel industry should feel 
the effects of this change during that period. Comple- 
mentary industries which have been favored by the 
rapid pace in auto, steel and construction are likely 
to experience a lull in summer. This would be nor- 
mal under any conditions but is particularly indi- 
cated for the summer period, owing to the rather 
exaggerated present tempo which cannot be indefi- 
nitely maintained. 

Making allowances for variations within the in- 
dustries, companies in the following major indus- 
tries are likely to turn in a satisfactory report of 
varnings in the June quarter: steel, automobile, 
electrical, tire & rubber, construction (heavy ma- 
chinery, especially), airlines, aircraft, chemicals and 
vailroads. The following are more likely to show 
stability of earnings rather than any marked uplift: 
Utilities, paper, TV and radio and petroleum. Among 
industries, still in a comparatively unsatisfactory 
position, but showing recent signs of improvement 
are: textile, sugar, coal (Please turn to page 266) 
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Quarterly Comparison of Sales and Earnings 
1955 1954 
Ist Quarter 4th Quarter 3rd Quarter 2nd Quarter Ist Quarter 

: Net Net Net Net Net Net Net Net Net Net 

: Sales Per Sales Per Sales Per Sales Per Sales Per 

: (Millions) Share (Millions) Share (Millions) Share (Millions) Share (Millions) Share 

Allied Chemical & Dye..............cccsceseeee (N.A.) $1.29 $1313 $1.18 $1276 $1.01 $1386 $1.41 $ 133.0 $ 1.15 

Allis-Chalmers Mfg. .........ccsccscssssesesesees $ 126.3 1.47 116.3 1.67 117.6 1.62 135.2 2.29 123.6 1.68 
Aluminum Co. of America 197.6 1.63 185.7 1.50 181.2 1.09 178.5 1.03 163.1 78 
American Can 136.7 42 148.4 47 217.5 99 159.2 66 127.1 Al 
Armco Steel* 154.7 1.20 135.6 1.13 129.4 97 135.7 94 131.3 88 
Armstrong Cork 58.8 1.92 53.9 1.25 57.5 2.14 52.4 1.85 53.5 1.75 
IN I cs snscsceccscciconsncsnnccadehsasets 451.0 3.51 403.2 4.88 368.7 2.53 439.6 3.04 445.1 2.73 

| Boeing Airplane (N.A.) 1.85 261.6 3.01 274.46 3.03 230.4 2.76 266.4 2.58 
Borg-Warner 138.6 1.23 98.6 1.38 86.9 54 96.9 67 97.8 68 
IE UNI a csccacacssscescsssencns 118.8 82 103.4 -63 99.3 81 103.0 85 95.2 68 
Continental Can 134.4 84 140.9 89 189.7 2.18 157.5 1.67 127.9 81 
Continental Oil 129.9 1.25 129.1 1.06 123.4 97 123.5 1.05 124.4 1.19 
Corn Products Refining ................0 52.4 1.21 50.5 1.44 51.7 1.33 45.8 1.25 46.6 1.23 
Douglas Aircraft 214.8 1.93 215.7 2.16 205.6 2.44 253.0 2.80 240.8 2.43 
General Electric 765.9 58 791.6 82 719.8 54 732.0 53 715.5 56 
RENIN, sscicnciinigscuenniticosiansesdeesais 3,101.0 3.43 2,604.3 2.47 2,153.1 1.79 2,655.8 2.67 2,410.1 2.13 
RIT INL aise LoseScasicshiioekoseneeeenackeneonaneies 40.1 1.49 36.7 1.39 48.8 1.40 39.7 1.43 36.8 1.59 
SN IIE ED sick isciesioanieioeesncanoaan 178.6 1.12 164.1 1.29 161.5 1.04 152.9 1.15 152.0 1.02 
I SR ices sche rnaxeninonenbaasacnoniineasionechen (N.A.) 1.77 869.01 2.42 (N.A.) 1.56 836.31 1.62 (N.A.) 1.56 
Hercules Powder ..............:.css000 53.1 1.54 47.3 1.21 48.0 1.31 48.5 1.37 43.5 1.21 
IE NI i aksaccackipichinsnicetncoiseresemuaenen 149.2 1.95 127.9 2.67 125.2 1.37 141.3 2.01 138.6 1.92 
III cecnincosnienstscvecsisamrontaveneoniasiy 56.2 86 68.5 1.24 67.8 1.47 64.8 1.71 51.9 82 
National Dairy Products .............::008 302.0 -62 293.0 61 307.5 75 310.6 8 2992 56 
NI TINT sss socsassvesaccvecessannsasnssnnsoisons 119.4 -84 108.5 91 101.5 68 108.5 79 100.6 67 
BREAN iicissssnscrcsanaenacalaescaatphonen 150.8 1.52 121.0 1.52 111.1 84 121.4 90 130.4 87 
mn, MNS Te a sesccsscissssccnssccsrscsione 28.8 58 29.4 .70 27.9 53 26.3 51 26.2 41 
Phillips Petroleum ................ccccesseseeseseeees 212.2 1.50 207.8 1.40 194.7 1.21 193.4 1.28 198.5 1.31 
Pittsburgh Plate Glass 139.7 1.73 121.8 1.19 107.0 1.15 104.1 1.06 %.1 79 
Pullman, Inc. 68.7 58 92.4 93 90.4 1.51 101.7, 1.70 107.2 “191 
Reynolds Metals 87.2 3.54 85.6 2.32 78.1 2.73 77.3 2.78 65.6 2.41 
Scott Paper 63.4 .70 96.4 83 44.9 51 43.0 52 57.4 -62 
Sylvania Electric Products ..sssccsssnusse 799 1.03 80.8 1.00 73.7 86 60.0 Al 669 67 
I TIRE IE a cescciiccicsscccnnncsasenee 24.1 88 22.4 72 22.0 74 22.3 84 17.6 7 
Union Carbide & Carbon ..ccsccsssesnssnn 263.0 98 256.5 92 231.9 4 24) 70 2209 74 
es es MI aaskcsissksccstencis 873.3 2.49 810.0 1.92 769.6 1.45 840.0 1.64 830.8 1.48 
Westinghouse Electric ...............ccccsesceseee 367.7 75 417.6 1.29 401.6 1.04 405.1 . 1.15 406.5 1.61 
Worthington Corp. ..a.scccxccoccscscscernseone (NA) 133 (NA) 1.06 (NA) 1.38 (NA) 1.50 (NA) 1.54 
Wirighey FW) Fr. CO. cccccccsessscesocesesseess 20.1 1.52 19.6 1.35 21.8 1.51 214 1.49 196 “1.46 
Youngstown Sheet & Tube .................. 139.0 2.37 104.9 1.98 102.4 1.34 117.6 1.82, : 105.8 . (89 
SIs cachstssaicaxiheniinsnntinosive 40.3 4.21 477 6.30 342 261 27.3 94 293 1.68 
(N.A.) Not Available. ** Adjusted for 2 for 1 stock split. 
* 2 for 1 stock split; 1 additional share to be distributed 6/13/55 for 16 months. 

each share held of record 5/6/55. 
~ eee. 
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How Long Can Boom in 
Steels Continue? 


No. 7 of Our Special Studies of Major Industries 


By W. L. SCHROEDER 


w 4 steel industry appears to be headed for 
a new peak in earnings this year, barring strikes of 
unusual intensity or a sudden halt in consumer buy- 
ing. Neither of these events appears to be likely to 
occur during the rest of 1955. 

In the first quarter, with operations averaging 
88 per cent of capacity for the industry as a whole, 
compared with only 72.8 per cent in the same quar- 
ter of last year, net profits of some major producers 
were among the best in their history. Gains ranging 
around 50 per cent were not infrequent among the 
major producers on a rise of 20 to 25 per cent in 
output. Among the smaller companies, most of 
which were in red ink in the first quarter of 1954, 
the gains in earnings were even more dramatic, be- 
cause these high cost producers in the first half of 
last year found it hard in a highly competitive mar- 
ket to get enough business at satisfactory prices to 
remain above their break even point. 

For the second quarter, a further gain in output 
appears to be assured, but earnings of some major 
producers are not likely to increase proportionately 
on any additional rise in volume. During most of 
March and all of April, the industry has operated 
as a whole at close to 95 per cent of capacity, with 
some companies, such as Bethlehem, Wheeling, 
Armco and Inland at full theoretical capacity. But 
above 88 or 90 per cent of capacity, most large com- 
panies find it necessary to use high-cost inefficient 
coke ovens and older, smaller furnaces, and the 
earnings yield on such marginal operations is small. 
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Some companies in the past have maintained that 
they can make about as much money at 85 to 88 per 
cent of capacity as they can make at 95 or 100 per 
cent. Due to modernization of equipment since 1953, 
the point at which payoffs are sharply reduced is 
probably around 90 to 95 per cent today. 

This is probably true of U. S. Steel, Bethlehem, 
Republic, J. & L., Youngstown Sheet & Tube and 
National Steel, because all of these companies have 
some older high cost facilities which are retained for 
emergency use, rather than for any real contribution 
which they make to profits. These older facilities are 
now in operation. 

Nevertheless, at the indicated operating rate of 
95 per cent or better, for the second quarter, earn- 
ings of the industry should exceed the total for the 
first quarter by a good percentage, although the 
smaller integrated companies, and the semi-inte- 
grated and non-integrated producers will account 
for the best gains. 

Outlook for the second half of the year has im- 
proved recently; this provides the basis for expecta- 
tions that earnings in this period will come close to 
equalling the performance for the first half. If this 
proves true, an earnings record for the year is 
assured. Early in the year, it seemed that when the 
automobile industry passed its seasonal peak in June 
that demand for steel would slump sharply in July 
and August, and at best would come back slowly in 
the Fall. But now it appears that the auto industry 
will continue to operate in the third quarter at a 
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good though lower rate, and that rising demand 
from machinery lines and other sources will keep 
the steel industry operating at better than 80 per 
cent in the third quarter and probably at close to 
90 er 95 per cent of capacity through the fourth 





this would make the first half output nearly 60 mil- 
lion tons. A minimum of 50 million tons is likely to 
be produced in the second half. This would mean 
output of at least 110 million tons, or 14 million tons 
more than the conservative estimates made by some 


steel leaders at the beginning of this year. 


If these expectations are realized, the steel indus- 
try will come close to breaking the 1953 record out- 
put of 111.6 tons of ingots. 

With first quarter output of 27.3 million tons bet- 


tered in the second quarter, by 2 to 3 million tons, 





Gain in Efficiency 


The remarkable efficiency achieved by major 


steel companies was illustrated by the first quarter 





























TT — —= woe 
Comparative Earnings and Dividend Records of Leading Steel Companies 
Earnings Per Share Dividends Per Share Recent Div. Price Range 
1952 1953 1954 1952 1953 1954 Price Yield? 1954-1955 
cores hay os conah ssnvhcksacsiave voackaacbecese $ 2.35 $ 3.35 $ 1.88 $ 1.80 $ 1.60 $ 1.60 30 5.3% 3038-202 
Allegheny Ludlum Steel.......................... 3.37 4.40 2.30 2.001 2.001 2.00 47 4.2 4938-2814 
Armco Steel................ 6.01 6.50 7.86 3.00 3.00 3.00 79 3.7 792-33 
Bethlehem Steel... 8.80 13.30 13.18 4.00 4.00 5.75 138 4.1 140 -50 
Carpenter Steel...... 6.71 7.57 5.95 3.00 3.00 3.00 62 4.8 66 -40'2 
Colorado Fuel & Iron i 2.64 3.09 2.46 1.50 1.50 - 25 26'%-15% 
Copperweld Steel....................... Aes 4.38 5.05 1.32 2.00 2.00 1.80 24 7.5 247-1138 
Crucible Steel... 6.13 5.29 2.80 a 3 3 43 4514-2134 
Detroit Steel Corp. ; 1.80 2.16 49 1.00 751 14 1558- 8 
Granite City Steel.................... 2.83 3.77 2.04 1.101 6 5 28 2912-1412 
RES ee 4.85 6.90 7.92 3.00 3.50 3.75 74 5.0 7612-407 
Interlake Iron Corp. nen 2.75 2.96 1.61 1.50 1.50 1.50 24 6.2 2514-145 
Jones & Laughlin Steel... eee 2.91 4.77 3.80 1.80 1.95 2.00 39 5.1 3912-1934 
Keystone Steel & Wire............. ; 2.59 2.87 3.04 1.60 1.60 1.60 39 4.1 39 -205 
AE SIE Is. cccseccsseccescescos 7.29 11.35 6.34 2.50 4.00 2.50 45 5.5 5134-3852 
National Steel....... 5.11 6.71 4.13 3.00 3.25 3.00 71 4.2 7144-46 
cis se soispssvdoscneunccanassdee 3.25 2.61 .62 3 3 3 26 3058-127% 
Republic Steel 7.21 9.25 7.10 4.00 4.12'2 4.872 85 5.7 8952-4732 
Sharon Steel... 4.65 6.10 2.85 4.00 4.00 2.50 45 $.5 4512-278 
Rocca sav csustlainaunneciies 4.54 7.54 6.45 3.00 3.00 3.00 85 3.5 8532-39 
Wheeling Steel...... : 6.44 7.49 5.48 3.00 3.00 3.00 56 5.3 5878-30" 
Woodward Iron Cow... eececeeeeees 6.14 7.86 8.25 4.00 3.00 4.00 88 4.5 8814-3932 
Youngstown Sheet & Tube 6.84 9.21 6.02 3.00 3.00 3.75 79 4.7 8412-38 





| + Based on 1954 dividends. 
1 Plus stock. 

272% stock. 

3 8% stock. 








Acme Steel: Earnings for first quarter showed sharp recovery to 78 
cents a share, more than double net for first quarter of 1954, on a 
gain of 50 per cent in dollar sales. Company expanding in specialties 
with acquisition of Howell company. (B) 


Allegheny Ludlum Steel: This leading stainless steel producer has 
recovered full earning capacity, and may exceed the $4.40 a share 
earned in 1953. First quarter net equalled $1.37 a share, against 58 
cents in the first quarter of 1954. Sales rose $8 million or 20 p.c. (B) 
Armco Steel: Earnings this year should exceed $8 a share with capacity 
operations virtually assured for third year in a row. Expansion 
program will help future earnings. First quarter net $2.41 a share 
against $1.75 a year ago. (A) 


Bethlehem Steel: 


“Se = 


= 


Near capacity operations in second quarter will be 
pp substantial rise in shipbuilding profits. Increased cash 
dividends assured, even if stock split is delayed. (A) 


Carpenter Steel: Improvement in alloy and stainless steel 
materially helping earnings of this company. 





business is 


Colorado Fuel & Iron: Net in first quarter $1.04 a share, five times 
net of 20 cents for same period of 1954; Expansion in East and 
diversification of products aids long range outlook. 


Copperweld Steel: This specialty producer is showing sharp recovery 
in earnings. As a non-integrated producer, company’s earnings fluctuate 


more sharply than major integrated companies. (C) 


Crucible Steel: Producer of specialty and stainless steels, has enjoyed 
unusually sharp recovery in earnings in first quarter to a share, 
eight times the 25 cents shown in same period of 1954. Second 
quarter will be as good as, or better than first. (B) 


Detroit Steel: Small integrated producer of cold rolled strip for auto 
industry. Has enjoyed fine recovery in earnings. Sales doubled and 
profit rose to 42 cents a share in first quarter, against a loss a year 
ago. (B) 


Granite City Steel: Location of this company is aiding it in achieving 
excellent sales of its sheets and other light rolled products. First 
quarter net $1.21 a share, against 31 cents a share in same period of 
1954. (B) 

Inland Steel: Chicago location assured peak rate for this producer for 
rest of year, with earnings better than $8 a share. ( 

Interlake Iron Co.: Improved operations and coke expansion program 
will boost this iron producer’s earnings well above reduced 1954 level. 
Change in accelerated amortization is bolstering earnings report. (C) 











410% stock. 
5 6% stock. 
512% stock. 





Jones & Laughlin Steel: Earnings of this producer are exceeding earlier 
expectations and may run as high as $5.50 $6.00 a share this 
year, permitting a dividend extra or increase. (B) 


Keystone Steel & Wire: Upturn in farm demand for fencing and better 
sales of other light products is increasing earnings of this non- 
integrated Illinois producer. (B) 

Lukens Steel: Earnings of 
heavy specialties fluctuates 
since end of 1954. (B) 


this non-integrated producer of plate and 
sharply. Rapid improvement in earnings 


National Steel: Disappointing 1954 earnings of $4.12 a share were 
cause y reorganization of management of Great Lakes Steel sub 
sidiary. Earnings this year should be at least $6.00 a share. (A) 


Pittsburgh Steel: Breoking-in costs on new rolling mills. and strikes, 
held first quarter earnings to 42 cents a share; against net loss of 
40 cents a share a year ago. Improvement indicated for second and 
third quarters. (C) 


Republic Steel: Gain of nearly 35 per cent in first quarter output raised 
earnings to $2.38 a share, against $1.79 in first quarter of 1954. 
Further rise in earnings indicated for second quarter. (A) 


Sharon Steel: This relatively high cost integrated producer has had oa 
sharp recovery, in operations. Net in first quarter was $2.03 a share 
at full capacity, against only 6 cents a share in same period of 1954, 
with operations at 47 per cent. (C) 


U. S. Steel: Big Steel’s improved efficiency is reflected in sharp gain 
in first quarter net earnings. New stock to be issued following stock 
split may enjoy further dividend gains in years to come. Operating 
close to capacity. (A)) 


Wheeling Steel: Earnings in 1955 will show fine gain over $5.48 per 
share earned in 1954. alvanized products selling well. Expansion 
program of $158,000,000 completed. (B) 


Woodward Iron: Big Southern pig iron producer is benefitting by its 
location and is expected to show excellent earnings gain. First quarter 
net $1.49 a share, against 54 cents in same period of 1954. (B) 


Youngstown Sheet & Tube: Big expansion program is paying off this 
year. Earnings should rise to better than $9. this year against $6.02 
a share in 1954. Merger with Bethlehem Steel appears less likely. First 
quarter share net $2.73 a share. (B) 





RATING: 


(A)—Sound commitment for long-term appreciation. 
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(B)—Moderately attractive but more speculative than (A). 
NOTE: New purchases should be correlated with market advices of A. T. Miller appearing in each issue. 


(C)—Unattractive. 
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Comprehensive Statistics Comparing the Position of 
Allegheny Granite 

Figures are in millions, Ludium Armco Bethlehem City Inland Jones & 

except where otherwise stated. Steel Steel Steel Steel Steel Laughlin 
CAPITALIZATION: 
Long Term Debt (Stated Value) ooo... ceeeteeeeees $ 32.5 $ 64.0 $152.1 $ 29.6 $ 97.0 $113.9 
Preferred Stocks (Stated Value) ..................cccccccccsessessseeeeceeees $ 8.1 ” $ 93.3 $ 12.1 cs $ 29.3 
Number of C Shares Outstanding (000)................. 1,689 5,228 9,582 1,640 5,215 6,196 
NE oo ss canted stesqe ach csonstibsovassepeenseseicsioes $ 42.3 $116.3 $549.0 $ 62.3 $175.0 $205.3 
INCOME ACCOUNT: For Fiscal Year Ended... 12/31/54 12/31/54 12/31/54 12/31/54 12/31/54 12/31/54 
RNIN 515 jskcs scapes vars sani iesbaks sdsesnissceoussacusssdsacedaesensteasassooers $169.6 $532.0 $1,656.8 $ 69.2 $533.1 $492.9 
Depreca, Depletion, Amortas OCs ..........0..cccsscssccescescssccesessescescoses $ 9.8 $ 32.2 $ 92.8 $ 3.0 $ 9.0 $ 33.7 
a a oh Sav aude as sceslannsdsbaiebbddssenenbainensaonaioii $ 4.4 $ 42.5 $119.0 Sony $ 37.9 $ 22.5 
NS Ro ON EET RE RTE TOOL ORT $ 1.0 $ 2.4 $ 68 Ss t2 S 32 $ 3.7 
SE IS Oe TR OTE OR A TOS $ 3.8 $ 41.1 $126.3 $ 4.0 $ 41.2 $ 23.5 
SE A a aa a nC 9.1% 14.6% 14.9% 14.7% 14.7% 10.6%, 
EERE ERE TSP ee ae TO eer 2.5% 7.7% 8.0% 5.7% 7.7% 5.0% 
Percent Earned on Invested Capital....000000..0...0......c ee 5.3% 12.1% 12.3% 6.6% 14.3% 6.5% 
MORO ON MIRINIEN UN nang cnscscsccccstseeccccesesssossoscsnsonness $ 2.30 $ 7.86 $ 13.18 $ 2.04 $ 7.92 $ 3.80 
BALANCE SHEET: Fiscal Year Ended... 12/31/54 12/31/54 12/31/54 12/31/54 12/31/54 12/31/54 
Cash and Marketable Securities....00.000..............cccceceeeeeees $ 8.7 $ 59.2 $395.3 S 72 $ 94.8 $ 61.6 
a ceca cesisnbaaaSicunnde yd wp inionen atu bavenesbueevessanceeasions $ 34.7 $122.6 $267.2 $ 19.9 $100.4 $ 90.2 
5. bn dncwantennnsch adntdas iat aletadehanebananebes $ 12.8 $ 39.7 $140.5 $ 4.2 $ 31.8 $ 39.7 
a os caicua cains kasd aap oa ences uns caRAasbateseusessAceetl $ 57.4 $221.6 $803.1 $ 31.6 $227.0 $191.5 
6 Sighs de tus un tdaehabatecbiunb asa eosaacessiaahoneel $ 20.7 $ 78.3 $302.9 $ 14.1 $ 68.9 $ 67.6 
2: seco bine iblansccaodaiieciinital $ 36.7 $143.3 $500.2 $ 17.5 $158.1 $123.9 
NN ES CT $ 75.7 $231.7 $742.8 $ 82.5 $209.0 $375.6 
oe ad Saad Sah sac avanhassbczeivicglnnceuee $135.8 $490.1 $1,613.4 $116.8 $460.6 $576.8 
I as cage $ 5.20 $ 11.32 $ 41.25 $ 4.44 $ 18.18 $ 9.94 
PPD TR CG. A. BO GC. Bi)..n.n. i ccsccsiaccccscessssecesescocsossscnsscasooes 2.8 2.8 2.6 2.2 3.3 2.8 
Inventories as Percent of Sales... ccc cccceeeeseeeeeeeeees . 20.5% 23.0% 16.1% 28.7% 18.8% 18.3% 
Inventories as Percent of Current Assets......0..............0.00.0. 60.5% 55.3% 33.2% 63.0% 44.2% 47.1% 
RSE SRE aE ene Per: Sa ne ee RT $ 70.2 $287.3 $683.0 $ 27.9 $210.3 


$292.2 





*—Data on dividend, current price of stocks and 


yields in supplementary table on preceding page. 








report of U. S. Steel Corporation, largest producer 
in the industry. On a gain of only 5.1 per cent in 
sales, U. S. Steel chalked up an increase of 62 per 
cent in net profit. Its net of $2.49 a share set a rec- 
ord for the first quarter, comparing with $1.48 a 
share in the first quarter of last year. 

Not only has U. S. Steel modernized and mech- 
anized its entire plant, but it has enjoyed relief from 
the high starting up costs on new equipment, which 
has been a heavy drain on earnings during the last 
ten years. An indication of U. S. Steel’s high effi- 
ciency was provided by the fact that despite the 
rise in sales from $830 million a year ago to $873.3 
million in the first quarter of this year, employment 
costs dropped from $358 million to $355 million, 
while purchased goods and services declined from 
$307 million to $287 million. The latter decline was 
caused partly by the fact that U. S. Steel has in- 
stalled new coke ovens, and does not have to buy 
coke as it did a year ago. 

Currently operating at 95 per cent, and likely to 
continue this rate through the second quarter, U. S. 
Steel should step up its earnings in this period over 
the $2.49 earned on a rate of 85.5 per cent in the 
first quarter. The gain should be sufficiently large 
to offset the moderate third quarter seasonal dip and 
keep Big Steel earning on a basis of $9 to $10 a 
share on the old stock or $4.50 to $5 on the new 
stock resulting from the two-for-one split. 

The upsurge of steel demand has come from a 
number of sources. Here are the most important ele- 
ments in the upturn: 

1. Steel demand and output was curtailed over 30 
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per cent at the bottom of the decline last year. This 
was more than twice the dip in actual consumption 
of steel. Steel operations traditionally receded faster 
and further than the rest of the economy on the 
way down. On the way up, the upturn in steel is 
faster. Steel users cut inventories in a recession, and 
tend to rebuild them as confidence returns. 

Inventories were reduced to abnormally low lev- 
els last year, at the very moment when general 
business conditions were beginning to get better. 
Hence a scramble to buy steel has been under way, 
and most consumers have not been able to increase 
their inventories very materially. Steel output has 
lagged behind the upturn in demand. 

2. Europe’s economy has improved greatly during 
the last year. This has not only meant a great re- 
duction in efforts to sell European steel at low prices 
in the American market, but European steel com- 
panies have been buying semi-finished steel, plate, 
tinplate and other products in large tonnages here. 
During the early months of this year, the European 
demand was mainly of help to large companies like 
U. S. Steel and Bethlehem, but since March, mar- 
ginal producers have been materially aided by or- 
ders from abroad, at satisfactory prices. The Euro- 
pean demand should stay at present levels at least 
through 1955. 

8. The improvement in American business condi- 
tions has had a good solid foundation. Most users of 
steel, such as automotive, appliance and machinery 
producers, report a rise in incoming orders. This has 
made it necessary to order steel further ahead, and 
instead of buying 35 to 45 days needs, steel buyers 
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Leading Steel Companies confident that through the third quarter, 
Suneanneen their operating rate will not drop below 
Lukens National —_ Republic U.S. Wheeling Sheet 80 to 85 per cent of capacity. But of 
Steel Steel Steel Steel Steel & Tube course, a stubborn strike at General Mo- 
— or oe if it — — cut — 
uction 5 to 10 points below that level. 
$ oA + oe ome paral ; pret ae The keen struggle for leadership in the low 
; 7,341 7,325 poyony . ‘425, peed priced auto field seems to point towards a 
3 ‘ : settlement, particularly since demand for 
. ans peng maeeaty sane penny cars has been breaking all records 
10/23/54 12/31/54 12/31/54 12/31/54 12/31/54 12/31/54 The steel industry has substantially im- 
$ 74.9 $484.0 $852.8 = $3,241.3 $187.5 $428.1 proved its operating efficiency in the last 
$ 2.4 $ 37.6 $ 41.6 $264.5 $ 13.1 $ 36.8 two years. It has maintained this high effi- 
$ 2.3 $ 27.7 $ 49.9 $190.0 $ 8.4 $ 12.1 ciency thus far this year, particularly on 
$ 3 $ 17 $ 44 $ 5.1 $ 17 $ 3.3 the new highly mechanized facilities that 
$ 2.0 $ 30.3 $ 52.8 $195.4 $ 7.8 $ 20.1 were completed during the big expansion 
5.7% 11.4% 12.1% 11.6% 9.2% 7.1% program from 1950 to 1953. 
2.7% 6.2% 6.2% 6.0% 5.1% 4.7% 
7.4% 8.1% 9.8% 8.2% 6.1% 6.0% 
$ remy $ 4.13 $ 7.10 $ 6.45 $ 5.48 $ 6.02 General Demand for Steel 
10/23/54 12/31/54 12/31/54 12/31/54 12/31/54 12/31/54 When sted anesetions teat homens toate 
’ / 1. 39.5 16. 111.8 : - ~? 
: oa coe Boo es - en : 85.0 last September, it was the big surge in 
. 6 $ 469 $ 67.0 $214.9 $ 13.3 $ 43.3 auto requirements that sparked the up- 
$ 21.9 $209.8 $325.2 $1,326.0 $ 86.9 $240.1 turn. Auto demand has remained strong. 
$ 8.0 $ 88.1 $ 98.8 $574.0 $ 22.9 $ 57.0 But virtually all other kinds of finished 
$ 130 $121.7 $2264 $752.0 $ 64.0 $183.1 steel products are now in better demand, 
$ 18.4 $295.5 $352.3 $1,925.7 $137.9 $221.0 and seem likely to stay so for some months. 
$ 416 $547.9 $747.9 $3,348.6 $238.9 $500.5 Incoming business in some weeks has run 
$ weer ¢ 12.48 $ 11.16 $ onan $ 11.70 $ 33.34 50 per cent ahead of the demand. Admit- 
ne “ as as on 42 tedly, some of these orders will be can- 
9 EI ao —. ames 19.89,  Celled if there is an auto strike, or if the 
55.8% 34.1%, 54.2%, 35.5% 65.4% 35.4 auto demand drops off sharply in the sum- 
sae 9200.2 9266.5 $1,108.7 $ 83.8 $227.5 mer. But steel demand is regarded as good 





for hot and cold rolled sheets, enameling 
sheets and stainless sheets for the rest of 





this year because the auto demand shows 





now feel that a 60 days supply is the minimum that 
they would like to keep on hand. The continued high 
level of home building and public construction, in- 
cluding roads, is an important element in the upturn. 
It is encouraging to note that the capital goods pro- 
ducers of machinery report better bookings, indicat- 
ing that their steel needs will increase. 

4. The easy money policy of the Eisenhower Ad- 
ministration has not been reversed, and this is con- 
tributing to demand for many consumer goods prod- 
ucts which are bought on the instalment plan. During 
the second half, consumer demand may be stimulated 
again by a broad round of wage increases, which 
are likely to average nearly twice the size of last 
year’s wage settlements. 

5. Steel buyers are trying hard to stock more steel 
in advance of July 1, when the United Steel Work- 
ers-CIO is likely to receive a wage rise of 10 cents 
or more. This is almost certain to result in a rise of 
around $3 a ton in steel prices. The industry was 
able to pass along its higher wage costs last July, 
when operations were only at 65 per cent of capacity, 
and when competition for business was extremely 
keen. Therefore, steel makers would not have the 
slightest difficulty in raising prices this year, to off- 
set higher wage costs. Steel buyers know this, but 
they have been unable to add materially to their 
stocks of steel thus far, and probably will still be 
eager to add to inventories when the price rise is 
announced around July 1. Hence, there is not be- 
lieved to be much basis for fear that the price rise 
this year will be accompanied by any material de- 
crease in the demand for steel. Major producers are 
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little sign of slumping sharply even dur- 
ing the Summer months. 

Carbon steel and alloy bars look strong through 
the third quarter. Plate demand, too, appears solid 
through the third quarter. Structurals are already 
solidly booked through July and August. Oil Country 
goods, too, appears strong through the third quar- 
ter, while electric weld line pipe appears good well 
into the third quarter. Wire demand has been sur- 
prisingly strong, with general manufacturing re- 
quirements supplementing a good demand for farm 
fencing. 

Virtually all industries are ordering steel actively 
with the exception of the railroad equipment indus- 
try. This appears to be picking up slowly. 

The best indication of what has been accomplished 
through mechanization is provided by employment 
figures of the industry. In February, 1955, produc- 
tion totaled nearly 8.5 million tons of ingots—or at 
the rate of 100 million tons a year, or at 88 per cent 
of capacity. This was only 10 per cent below the 
peak levels of 1953. Yet employment in February 
in the steel industry totaled only 616,400, compared 
with the record level of 690,000 in mid-1953. In 
April, steel production set a new all time record for 
the month of about 9,840,000 tons, compared with 
6,970,000 tons for April 1954. Yet employment this 
April remains many thousands of workers below the 
level of 1953, and only slightly above the 1954 level. 

The new mills completed in the 1951-1953 period, 
such as U. S. Steel’s Fairless Works, and the many 
new furnaces and rolling mills of Bethlehem, Repub- 
lic, Jones & Laughlin and Armco, are now well 
broken in and are (Please turn to page 267) 
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Dividend Payers 


Cash and Stoek 


policy through a steadily in- 
creasing stock participation in 
the company’s growth and its 
attendant expansion in earn- 
ings as well as cash dividends. 

Stocks of companies that 
have adopted the policy of pay- 
ing regular cash and stock divi- 
dends should have great attrac- 
tion for investors in the higher 
income tax brackets. This for 
the reason that while owner- 
ship of equities in this group 
will give such investors some 


i) 





cash income, they will be add- 

















ing to the value of their in- 




















vestment through the receipt of 























stock dividends which, except 




















in highly specialized instances, 



































By RICHARD COLSTON 


- om common stocks listed on the New 
York Stock Exchange are a limited number whose 
companies have adopted a policy of paying dividends 
in both cash and stock at regular intervals. There 
are, of course, other companies that have paid one 
or two stock dividends over a period of time, or at 
one time or another have increased shareowners’ 
holdings through stock splits. These actions, how- 
ever, are sporadic whereas the stocks to which spe- 
cific reference is made in this article are those of 
companies which while paying regular cash divi- 
dends, usually on a quarterly basis, also pay regular 
stock dividends. Included in this latter category are 
some of the nation’s greatest industrial corporations 
such as Sun Oil, Eastman Kodak, International Busi- 
ness Machines, Gulf Oil, and Rohm & Haas. 

The principal purpose of this policy of paying reg- 
ular stock dividends in addition to cash distributions, 
is to permit the retention of a greater proportion of 
earnings for expansion and development than would 
otherwise be possible unless recourse was had to 
outside financing. Although shareowners, because 
they are receiving smaller cash dividends than earn- 
ings would appear to permit are, in a sense, provid- 
ing the funds for expansion, they benefit from this 





are not subject to the income 
tax. 

The accompanying tabula- 
tion lists a number of compa- 
nies that have been paying cash 
and stock dividends, most of 
them for the last five years, at 
least. Brief analyses of several 
companies in this list follow: 


Sun Oil Co.,-has a long rec- 
ord of cash and stock dividends. 
It has paid cash dividends in 
each of the last 51 years, and 
with the exception of omissions 
in six scattered years, has paid 
stock dividends in every year since 1925. Within 
more recent times, following a 5-for-4 split in 1947, 
Sun’s equity holders received stock dividends of 
20% in 1948; 10% in 1949, 1950, 1951, and 8% in 
1952 and again in 1953. Another 5-for-4 split took 
place in 1954. In all of these years, cash dividends 
were maintained at $1.00 a share annually. 

Considering that annual earnings, based on amount 
of common stock outstanding in each of the past 
7 years, averaged better than $6 a share, these cash 
dividends were merely token payments. For years, 
Sun Oil has been ploughing retained earnings and 
internally generated funds back into the business. 
From 1946 to 1954 inclusive, Sun spent $724.6 mil- 
lion for modernization and expansion of facilities, 
and for intangible development costs. Within the 
eight years to the end of 1954, common stockholders’ 
equity, including earnings employed in the business, 
has increased from $156.2 million to $410.3 million. 
In the same time, reflecting the transfer of earnings 
employed in the business to stockholders’ equity, a 
stockholder with 100 shares, assuming the purchase 
of that number before the 1947 stock split, now 
holds 291 shares. The 1947 high for the stock was 
7514. The original 100 shares, if bought at that 
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price would have involved a commitment of $7,500. 
Current holdings, increased solely by stock splits 
and stock dividends, at today’s price of 7114 have a 
market value of $20,850 and yield on the original 
investment a return of 3.84% from cash dividends. 

Sun Oil has kept its finances strong. Aside from 
$11.8 million in subsidiaries’ notes payable—reduced 
from $19.2 million a year ago—and 93,197 shares of 
its own 414% $100 par preferred stock, its only 
capital issue is the common stock. At the end of 
1954, current liabilities amounted to $63.4 million 
as compared with current assets of $144.5 million 
which included $32 million cash. 

Eastman Kodak Co., with an unbroken cash divi- 
dend record extending over the last 54 years, in- 
augurated a policy of paying stock dividends, in 
addition to cash, back in 1949. In that year it dis- 
tributed 5% in stock and duplicated this distribution 
in 1950. In 1951 and again in 1952, it paid 10% in 
stock, followed by payments of 5% in 1952, 1954 
and in the first half of 1955. Since 1949, annual cash 
distributions have increased from $1.70 a share to 
$2.00 a share last year and continued into 1955 to 





date, plus an extra payment of 20 cents. 

Eastman Kodak’s adoption of the policy of paying 
dividends in both cash and stock is related to its 
long-range capital investment program for plant 


improvement and expan- 


sion of its several divi- ——————_———_—_———— ee — 
sions in the camera and 14 Companies Paying Dividends in Cash and Stock 
photog raphic materials Earnings Per Share tes anes nae 
and the chemical fields. 1951 1952 1953 _— ~S 1954-1955 Price 
In carrying out this pro- tiivueummbiidimeah was” 584 $574 $592 eo ee 
gram it has spent, since — nMuitigrap va $ y yt ~ $3.38 934 — 58 90 
1946 to the end of last Cash 3.00 3.00 3.00 3.00 1.50* 
year, approximately $344 American Stores 3.88 3.91 5.46 5.50! - 623% — 44% 50 
million, all of which has _ - o “ 5% 5%" 
a nee eae Cas 2.00 2.00 2.00 2.00 1.00* 
come from earnings. In 
. Black & Deck 6.36 5.74 6.49 6.66 2.216 1 — 36% 7 
the same period, net sales a aad - a a 6 3 s 
have more than doubled, Cash 3.00 2.00 2.00 2.00 50° 
increasing from $274.7 Eastman Kodak 2.95 2.74 2.86 3.99 84 7958 — 4634 79 
. . g — se 
million for 1946 to $633. — = - bo - a 
We: 58s all- as 1.8 1. 1. 2. 1.20* 
million in 1953, and fe Grand Union Co. 2.72 2.36 3.09 3.75 - 61'2 — 315 58 
ing just short of this rec- aeeaih " 5% 5% 5% ax? 
ord high in 1954, net Cash 1.00 1.00 1.00 1.00 50° 
sales in the latter year Gulf Oil 6.17 6.01 7.13 7.16 NA 7238 — 457% 69 
amounting to $633.4 mil- Stock 100% 4% 4% 4% _ 
oes Cash 4.00 2.00 2.00 2.00 50° 
. Hunt Foods 4.72 2.62 1.18 2.38 NA 25'2 — 13% 25 
Last year, however, Steck 5% 5% 5% 5% pe 
earnings, reflecting new Cash ba “a 60 60 30° 
and better equipment, Int. Business Machines 6.80 7.29 8.53 11.35 2.78 450 —196 432 
improved processes, and 4 mn a =z = Ge | 
. : as , . é . d 
an increased number of Mead Corp. 5.16 4.97 4.41 4.62 1.37 639s — 27% 6 
products, as well as the Stock rat 2% 22% 212% = 
saving of excess profits Cash 2.00 1.66 1.65 1.85 50° | 
tax, were at a record National Gypsum 3.12 2.84 2.71 4.56 1.24 5534 — 20% a7 
high of $69.8 million, —- ee ee ae aie | 
equal to $3.99 a common Rohm & Haas 7.48 5.73 6.73 12.52 4.29 370 —148 370 
share. This compares Stock 4% 4% 4% 4% i 
with 1953 net earnings Cash 1.60 1.60 1.60 1.60 .80* 
Wi Ruberoid 3.62 3.10 3.34 3.13 NA 50’2 — 27% 42 
of $50.1 million, or $2. 
a share Stock 5% 5% 5% 212%4 - 
os . : Cash 3.50 3.50 3.50 2.00 40* 
. Through the entire pe- Sun Oil 4.70 4.45 4.68 4.17 NA 752 — 55\a 71 
riod in which Eastman Stock 10% 8% 8% 8% im 
has been progressing Cash 1.00 1.00 1.00 1.00 .50* 
with its long-range inte- Visking Corp. 3.95 3.67 4.59 5.03 NA 90% — 57 85 
° Stock 5% _ 10% 5% - 
grated ning Sage _ Cash 1.50 2.00 2.00 2.00 50° 
expansion plans, it als 
has been steadily increas- NA Not available. 1 Estimated; year ended 3/31/55. 4 Plus 2 for 1 stock split. 
ing its financial strength * To-date. 2 Estimated; year ended 2/28/55. 5 6 months ended Jan. 31, 1955. 
g ts > . 31/5 share of 412% preferred. 6 3 months ended Dec. 31, 1954. 
Working capital last year —_————— 
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was increased by close to $16 million, bringing the 
total at the end of 1954 to $204.8 million, up from 
$115.6 million at the close of 1946, with net worth 
increasing from $242.3 million in that year to $453.1 
million in 1954. 

In 1949, Eastman Kodak common had a market 
range between 38%% low and 4814, high. A purchase 
of 100 shares at the highest price in that year would 
have required $4,825. Stock dividends paid in sub- 
sequent years, including the recent 1955 distribu- 
tion, would have increased the original commitment 
to 140 shares with a current market value of 79, 
bringing the market value of the original investment 
up to $11,060. Meanwhile, the increasing rate of 
annual cash dividends would have provided a sub- 
stantial return on the investment on which the cur- 
rent yield, with cash dividends at an indicated 
annual rate, would be 6.3% 

The Mead Corporation, a leading manufacturer of 
paper and paperboard with a 50-year background 
and which today is producing within its own mills 
90% of the woodpulp required in its operations. 
Shortly after the end of World War II, Mead em- 
barked on an extensive improvement and expansion 
program involving expansion of timberland hold- 
ings, construction of new pulp and paper mills and 
providing new and (Please turn to page 268) 
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1955 Prospects for | 
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AUTOS — ACCESSORIES — TIRES 


By GEORGE 


| abounds in the automotive in- 
dustry, but few are happy. Record production and 
sales are in sight for 1955. Yet dealers are griping 
over thin margins, labor is dissatisfied with its lot 
and many manufacturers can offer stockholders little 
encouragement in the way of dividends. It’s a 
strange situation that calls for extreme discrimina- 
tion on the part of investors in appraising stocks 
notwithstanding the fact that a record volume of 
business is being transacted. 

To appreciate the need for careful examination 
of individual companies it is well to review some 
of the basic factors which have brought about the 
unusual situation confronting this major industry. 
In the first place, motor car production has far 
surpassed earlier optimistic forecasts and this seem- 
ing oversupply has raised doubts over future manu- 
facturing schedules. Operations through the early 
months of the year have been complicated by fear 
of a stalemate in wage negotiations and a prolonged 
strike in plants of the two largest producers. Ab- 
normal conditions have contributed to doubts on 
the part of business men, economists and investors. 

Secondly, great changes have been taking place 
within the industry itself. The third largest factor 
in passenger cars, namely, Chrysler, has recovered 
from last year’s inertia and with great aggressive- 
ness has recaptured its traditional proportion of the 
business available. Smaller independents have con- 
solidated in an effort to achieve economies through 
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joint effort and by means of increased mechaniza- 
tion. Competition has intensified all through the sales 
organizations with the result that the major manu- 
facturers have strengthened their competitive posi- 
tion at the expense of the small independent com- 
panies. This trend poses many problems for the 
investor which only future developments can answer. 
Looking more closely at the current sales picture, 
it may be well to consider what has been taking 
place and its significance. Although official tabula- 
tions are unavailable at the moment, it seems appar- 
ent that production and sales of 1955 passenger cars 
for the first four months reached unprecedented 
totals. What has caused this tremendous upsurge in 
business? Opinions differ, and the very fact that 
conflicting reasons are presented is significant. The 
real reason will be evident a few months hence. 


Factors Behind Auto Demand 


Optimists insist that this boom demand has been 
stimulated by several factors. (1) Attractive re- 
styling in virtually all models offered to the public 
this year; (2) restoration of confidence in business 
conditions that has encouraged consumers to pur- 
chase motor cars and other wants on installment 
contracts with assurance that payment can be com- 
pleted; (3) rising national income evidenced by 
larger family-unit wages and by increased rates in 
prospect; (4) the widespread shift in population to 
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(A) LEADING AUTO AND TRUCK MANUFACTURERS 























Statistical Data on Auto, Auto Accessory and Rubber & Tire Companies 

































































—————— Earnings Per Share —————- ————— Dividends Per Share Recent Div. Price Range 
1952 1953 1954 1952 1953 1954 Price Yield(t) 1954-1955 
$ $ $ 
American Motors Corp. ‘ai (d) 1.95 _ a $ .12% 12 18%2- 9% 
I exciincniszlenscnthenisisscceonnte 9.04 8.59 2.13 6.00 6.00 4.50 81 5.5% 8238-56" 
Fruehauf Trailer 3.61 4.46 2.44 2.00 2.00 2.00! 38 5.2 3934-23 
General Motors .... 6.26 6.69 9.06 4.00 4.00 5.00 98 5.1 10738-5834 
IIE, icicstthia ihsotineitocvasesteasesaebainnss .70 1.63 85 1.00 ia 2 24 iiss 2434-1212 
Studebaker-Packard — ...............000..-- sai 4 (d) 4.06 = aes = 13 cas 1536-1158 
White Motor Co. ........... 4.44 6.20 5.37 2.50! 2.50 2.50! 40 6.2 42 -27 
+ Based on 1954 dividend. 1 Pius stock. 25% stock. 
(B) LEADING AUTO ACCESSORY COMPANIES 
———- Earnings Per Share ———— ————— Dividends Per Share ————— Recent Div. Price Range 
1952 1953 1954 1952 1953 1954 Price Yield({) 1954-1955 
I III sc ssniphsiincidtnhnisnbicesdeunsisent $ 3.61 $ 4.10 $ 5.62 $ 1.87 $ 1.50 $ 2.001 57 3.5% 5912-30 
I cerca taindtnchcansieséignnnndnvenceccans 3.11 3.26 3.27 1.66 1.66 1.66 45 3.6 45-248 
Bower Roller Bearing ..................0000008 2.99 3.06 2.67 2.00 2.00 2.00 33 6.0 35 -25%2 
I iia Lia incikabhacocsensaiesibeccsseninieos 5.27 5.41 4.78 3.00 3.00 3.00 54 5.5 5434-3758 
SE III sa.chscssccacivnasscsievshncsvcovenee 6.55 6.73 45 3.00 3.00! 1.50! 43 3.4 45-33 
Electric Storage Battery ....................... 2.48 1.87 8.58 2.00 2.00 2.00 33 6.0 3414-23 
Houdaille-Hershey 2.22 3.27 97 1.25 1.50 .90 14 1658-12% 
Motor Products ....... 6.11 6.62 (d) 2.41 2.00 2.00 .50 23 2412-164 
Rockwell Spring & Axle ..0........ccccccceee 2.97 3.12 2.65 eons 50 2.00 28 7.1 2812-24\8 
IID cicscsiscounccesssentsecnsecccensestes 3.30 3.04 2.05 1.75 1.80 1.95 25 7.8 2878-1912 
ID RINNE Snccsscsscsscscesescncssosencess 3.42 3.56 4.25 1.00 1.001 1.10 57 1.9 6012-2434 
Timken Roller Bearing 4.38 4.48 4.40 3.00 3.00 3.00 53 5.6 5412-36'% 
+ Based on 1954 dividend. 1 Plus stock. 
(C) LEADING TIRE & RUBBER STOCKS 
—— Earnings Per Share - Dividends Per Share-—— Recent Div. Price Range 
1952 1953 1954 1952 1953 1954 Price Yield(t) 1954-1955 
OO TIE anccccssecsscccosseskecusatyochsostio $ 2.47 $ 2.57 $ 1.81 $ 2.00 $ 2.00 $ 1.25 21 5.9% 2234-1258 
Firestone Tire & Rubber ..................0000 5.45 5.89 5.03 1.75 1.8712 1.8712 60 3.1 6234-3112 
General Tire & Rubber .....0............:.008 4.82 4.91 3.18 2.00 2.00 2.00 57 3.5 597%-29e 
GONE GB. FD x. n.ccseceescccesecesssss etic 3.80 4.08 4.40 1.32% 1.37'2 1.60 65 2.4 6612-3812 
Goodyear Tire & Rubber ... . 4.15 5.14 5.04 1.50! 1.50! 1.6212 62 2.6 6212-263 
I I occ scccaanisasnssoncosensonsoes 2.22 2.00 1.66 1.16! 1.33! 1.33 22 6.0 25 -16'% 
Seiberling Rubber ... 1.48 2.11 .02 1.00 1.00 .30 9 asia 10%4- 75 
i I as sicciscpucdnisakancksaduinkiaced 4.33 5.19 4.29 2.00 2.00 2.00 47 4.2 48 -29\% 
+ Based on 1954 dividend. ‘ Plus stock. 








American Motors: Economies effected in consolidation of manufacturing 
activities expected to permit satisfactory progress by concentration on 
fewer models, (C) 

Chrysler Corp.: Aggressive promotion enables company to recapture vir- 
tually 20 per cent of industry sales. Sharp recovery of volume expected 
to bolster earnings significantly. (B) 

Frevhauf Trailer: Trend toward larger volume of shipments and need for 
pa eoaagy | economies strengthen competitive position of leading trailer 
maker. Gain in earnings anticipated. (B) 

Mack Trucks: Increased consumer demand contributing to brighter sales 
outlook expected to stimulate sales. Company regarded as a logical 
merger candidate. Dividend resumption uncertain. (B) 
Studebaker-Packard: Progress in lowering costs encourage hope of gain- 
ing dominant position in independent field, but more concessions are 
sought in labor negotiations. (B) 

White Motor: Benefits of consolidations evident in earnings. Recovery 
in demand points to good year in 1955. Narrower margins indicated and 
possibly slightly lower earnings. (B) 

Bendix Aviation: Although automotive products remain important, aircraft 
industry accounts for two-thirds of sales. Defense volume may decline 
slightly. Earnings at high level. (B) 

Borg-Warner: High rate of Ford output and recovery by independents 
expected to boost company’s sales. Favorable showing of household 
appliances aids earnings. Further dividend rise. (A) 


Bower Roller Bearing: With major customers in auto lines registering 
progress, demand for roller bearings should improve. Moderate increase 
in earnings and possibly extra dividend seen. (B) 


Eaton Manufacturing: Growing emphasis on power steering expected to 
stimulate growth. Upturn in truck output favorable for sales. Moderate 
gain in earnings likely. Dividend secure. (B) 


Electric Auto-Lite: With benefits of increased shipments to Chrysler, largest 
customer, this company should experience outstanding recovery in sales 
and earnings. Dividend restored. (B) 

Electric Storage Battery: Return to profitable operations indicated after 
difficult year. Strong financial position expected to assure dividend which 
may be barely earned. (B) 

Houdaille-Hershey: Boom in passenger car output accounts for recovery 
in volume. Merger with Frontier Industries expected to aid diversification 
and speed dividend payments. (8) 


Motor Products: Heavy expenditures on retooling for industry's model 
changes and plant modernization programs impose handicap on earnings, 
indicating deficit for 1955 fiscal year. (C) 


Rockwell Spring & Axle: Improved results from sales of truck axles and 
from increased volume in bumpers expected to sustain earnings despite 
drop in defense orders. Dividend secure. (B) 


Stewart-Warner: Earnings recovery indicated with elimination of un- 
profitable radio and TV activities and concentration on automotive lines. 
New products expected to add volume. (B) 


Thompson Products: Large expansion in aircraft parts reduces auto lines 
to about 20 per cent of total. Emphasis on new products sustains volume. 
Higher earnings indicated. (B) 


Timken Roller Bearing: Strong competitive position bolsters volume in 
automotive field, Larger volume foreseen this year with rise in earn- 
ings providing greater coverage for dividend. (B) 

Dayton Rubber: Rise in original equipment tire sales and aggressive 
development of fozm rubber and other products for non-automotive out- 
lets expected to bolster earnings sharply. (B) 

Firestone Tire & Rubber: Favorable growth trend likely to continue with 
emphasis on retail sales and development of new products. Sales gain 
this year likely to bolster earnings. (A) 

General Tire & Rubber: Strong trend toward diversification in rocket and 
missile development as well as in radio broadcasting activities expected 
to favor growth in volume. (A) 

B. F. Goodrich: Improved results anticipated from progress in chemical, 
plastics and foam rubber output as well as from improved margins on 
tire and mechanical rubber goods. (A) 

Goodyear Tire & Rubber: Higher prices likely to sustain margins on tire, 
while increased volume in non-automotive lines should bolster earnings. 
Increase in dividends indicated. (A) 

lee Rubber & Tire: Relaxation in competition in replacement tire market 
likely to aid margins this year and encourage earnings gain. Company 
regarded as a potential merger candidate. (B) 

Seiberling Rubber, Dependence on replacement tire market contributes to 
wide fluctuations in earnings. Management seeks development of new 
products. Modest earnings gain seen. (C) 

U.S. Rubber: Better margins on tires and expansion in mechanical rubber 
and textile output expected to improve results. Adequate coverage indi- 
cated for $2 annual dividend. (B) 





RATING: (A)—Sound commitment for long-term appreciation. 


Note: 





(B)— Moderately attractive but more speculative than (A). 
New purchases should be correlated with market advices of A. T. Miller appearing in each issue. 


(C)—Unattractive. 
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Comprehensive Statistics Comparing the Position of Leading Auto 









Figures are in millions, except where otherwise stated. Chrysler 
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CAPITALIZATION: 

Long Term Debt (Stated Value)..............sesesseseeeereeseessesesseneees $ 62.5 seins ti (t*«is Na titan 
Preferred Stocks (Stated Value )........0...ccccsccscsccsccsscscscesscssscecssssees — seaseese SOGRS  ———hisceis —S- @8=—S ee 
Number of Common Shares Outstanding (000)...................::000 8,702 87,494 4,546 7,324 1,789 
os dns dhdinipsignbnbaendabsebecsoenasonceoaneess $280.0 $1,026.0 $ 11.3 $ 54.8 $ 3.5 
INCOME ACCOUNT: For Fiscal Year Ended....................cccccc000 12/31/54 12/31/54 9/30/54 12/31/54 12/31/54 
Net Sales $2,071.6 $7,823.5 $607.7 $380.3 $165.2 
Deprec., Depletion, Amort., etc. .... $ 87.3 $232.9 $ 6.9 $ 9.5 $ 49 
I i ce ca ds ces ape habakoasnbnabiaadaaduonedobanies $ 2.6 $838.9 $ 36.2 $ 24.4 $ 8.8 
EOC AERO ORT CORT oT PTR OOTP RD TOROS SOE E OTN $ 1.1 $ 9.7 a eee 
i. is Sic scan bak bmn eaa NANA $ 18.5 $793.0 $ 25.5 $ 23.9 $ 8.5 
I i cncras dacccdasanacsdccenvbonsensbanseaeshinessanbenenasbesnsmasenssnionnics 8% 16.8% 10.1% 12.4% 10.2% 
Net Profit Margin.......... iat iunisihnabiaipaetiinentaipaians 9% 8.2% 4.2% 6.4% 5.1% 
Percent Earned on Invested Capitall..................ccccccseeeeneseeeeeee 3.1% 24.1% 17.3% 12.2% 12.9% 
es IN IID SIN in cc cscs ecccenadccssiconssesncscasossonsassessccessncece $ 2.13 $ 9.06 $ 5.62 $ '1.96 $ 4.78 
BALANCE SHEET: Fiscal Year Ended........................ccccccscessseesseeesseeeee 12/31/54 12/31/54 9/30/54 12/31/54 12/31/54 
Cash and Marketable Securities......0..............cccccccsceseeeeeeeeeseeeseeensens $162.6 $526.3 $ 51.9 $ 76.1 $ 12.5 
aia iaoksankaut cnpian da ta pnbunta saiasSabasvaanpaneaeeidcansabosaiaene $258.4 $1,325.8 $100.1 $ 66.6 5 19.2 
a i cassaahda chnkntniaanpacsoumnbncetaanicnabadedesinesguakeioduh $162.6 $573.3 $ 80.9 $ 41.0 $ 13.3 
I ac bancissscansasaninsscaniceccenés saaeeumdntennctsndaehaandhcebedkenesbdastes $592.4 $2,425.5 $232.9 $183.7 $ 47.1 
ahah comic smsndaulssubuaipbapbseaksdeusecusatoaaeninwh $385.6 $1,074.9 $132.3 $ 69.5 $ 21.7 
ESATA OF ae LO TRE ee $206.8 $1,350.6 $100.6 $114.2 $ 25.4 
III 5s csncccasavssicicsoneisibaenctccnascnasbsncsiekenisssaischabasantuehbasousha $428.2 $2,161.1 $ 46.5 $ 75.6 $ 39.8 
i ats a ndns ca acaanassab cccansnadesdavessacekevensskeeadasvinevoknieed $1,034.5 $5,130.0 $285.4 $269.4 $ 88.0 
a cass vaetsassapenupnanensbnsebenieesesaconabebines $ 18.68 $ 6.01 $ 11.41 $ 10.39 $ 7.03 
enn RU las On NN I acc sncecncesneconsvectencensnsvensboneunsssesosensdeess 1.5 2.2 1.7 2.6 2.1 
inventories as Percent of Sales 12.4% 13.4% 16.4% 17.5% 11.6% 
Inventories as Percent of Current Assets................cccccccccccssceeeeeee 43.6% 54.6% 42.9% 36.2% 40.7% 
RNIN cs sx cuissn Saskonseia askin kshachd’basaAdacbgsvaanacessabeisniicadcascensapbnoriaenie $368.9 $2,612.9 $136.1 $ 62.7 


$145.2 








*——Data on dividend, current price of stock and yields in supplementary table on preceding page. 








suburban areas where motor car transportation 
becomes increasingly essential; and (5) the trend 
in this environment toward dependence on two cars 
or more for each family. 

Those holding contrary views assert that the pri- 
mary motive for enlarged output is to provide dealers 
with extensive inventories at the peak selling season 
in event of a prolonged strike. Labor sympathizers 
go further in intimating that filling distribution 
pipelines is designed to strengthen the hand of man- 
agement in negotiating new contracts by suggest- 
ing that a shutdown of plants would cause no incon- 
venience. Others attribute the exceptionally high 
rate of consumer interest to a general conviction 
that war is imminent and that an outbreak of 
hostilities probably would necessitate suspension of 
automobile production. Dealers themselves have been 
heard to complain that they are being driven to 
aggressive selling efforts by manufacturers who 
persist in shipping new cars in a volume in excess 
of actual orders. Thus distributors are being com- 
pelled, it is contended, to grant unusual concessions 
on used cars in order to keep new models moving. 
Their normal profit margins are being reduced to 
nominal proportions in some instances, it is charged. 


Price Discounts on New Cars 


As the peak retail marketing season approaches, 
there is considerable disagreement over the question 
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of available stocks on hand. Used car lots appear to 
be overcrowded in metropolitan areas, indicating 
that numerous 1955 models may be finding outlets 
as used cars. Trade authorities report that so-called 
bootlegging of new cars by unauthorized dealers 
has been active in many areas, and some manu- 
facturers have taken steps to check such practices. 
It has been generally agreed that new or almost new 
cars have been offered at prices well below listed 
quotations in highly competitive areas. Such con- 
ditions undoubtedly have contributed to enlarged 
sales. Presumably many franchised dealers have 
been compelled to ship new models to unauthorized 
distribution channels in other territories in order 
to keep their inventories in balance. 

Notwithstanding reports of distress, however, 
manufacturers have insisted that dealer stocks have 
not been excessive in relation to the business handled 
and with due allowance for the season ahead. Dealers 
have been accustomed to taking orders from catalogs 
or advertising folders instead of from salesroom 
samples, according to manufacturers, and therefore 
find a return to prewar competitive marketing diffi- 
cult. Detroit officials have been endeavoring to per- 
suade dealers to regain aggressive merchandising 
techniques of a previous generation through display 
of a wide variety of models. 

Cars in the hands of dealers and in transit from 
manufacturing plants have been increasing in num- 
ber in recent weeks. The total at the end of March 
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to} & Truck, Auto Accessory and Tire & Rubber Companies 
AUTO ACCESSORIES (Cont.) TIRE & RUBBER 
Electric Timken Firestone Goodyear 
Electric Storage Thompson Roller Tire & Goodrich Tire & U. S. 
Auto-Lite Battery Products Bearing Rubber (B. F.) Rubber Rubber 
er SO a: $114.5 $ 51.6 $191.4 $120.8 
i $ 8.8 dats $ 68 sola wie $ 65.1 
1,601 907 2,663 2,421 8,010 8,812 9,106 5,302 
5 $ 42.3 $ 23.6 $ 36.5 $ 25.0 $171.2 $139.7 $236.9 $212.5 
/54 12/31/54 12/31/54 12/31/54 12/31/54 12/31/54 12/31/54 10/31/54 12/31/54 
2 $197.0 $ 77.7 $268.9 $135.5 $916.0 $630.6 $1,090.0 $782.5 
9 "$ 60 $ 2.2 $ 6.2 $ 63 $ 27.8 $ 16.1 $ 33.8 $ 17.6 
a. | a $ 2 $ 13.1 $ 11.9 $ 41.0 $ 36.4 $ 43.3 $ 26.5 
$ 8 $ s .) ae $ 4.5 $ 18 $ 7.0 $ 3.7 
5 s ws $ 7.71 $ 11.3 $ 10.6 $ 40.2 $ 38.8 $ 45.9 $ 22.7 
oo 1.9% 9.6% 16.3% 9.1% 11.7% 8.6% 7.3% 
1% 3% 10.0% 1 4.3% 7.8% 4.4%, 6.1% 4.4% 3.5% 
9% 7% 13.8% 14.5% 12.3% 12.1% 14.5% 16.6% 11.8% 
78 $ 45 $ 8.58 $ 4.25 $ 4.40 $ 5.03 $ 4.40 $ 5.04 $ 4.29 
/54 12/31/54 12/31/54 12/31/54 12/31/54 10/31/54 12/31/54 12/31/54 12/31/54 
5 $ 24.0 $ 17.5 $ 13.3 $ 7.4 $ 65.1 $ 92.1 $ 51.0 $ 53.0 
2 $ 41.0 $ 17.1 $ 53.5 $ 44.4 $199.7 $121.5 $249.3 $189.6 
3 $ 28.5 $ 8.9 $ 26.2 $ 9.9 $128.2 $105.3 $168.4 $112.4 
1 $ 98.0 $ 44.0 $ 93.1 $ 61.7 $393.1 $319.0 $468.8 $355.1 
7 $ 25.8 $ 15.0 $ 41.8 $ 16.0 $ 92.4 $ 93.4 $106.8 $122.6 
4 $ 72.2 $ 29.0 $ 51.3 $ 45.7 $300.7 $225.6 $362.0 $232.5 
8 $ 59.5 $ 29.6 $ 38.7 $ 42.1 $173.3 $138.1 $190.4 $135.0 
c $157.8 $ 74.2 $136.5 $107.6 $576.7 $464.1 $668.6 $497.0 
03 $ 15.02 $ 19.31 $ 5.02 $ 3.07 $ 8.12 $ 10.45 $ 5.60 $ 10.01 
1 3.7 2.9 2.2 3.8 4.2 3.4 4.4 2.9 
6%, 20.8% 22.0% 20.0% 32.7% 21.8% 19.2% 22.9% 24.2%, 
7% 41.9% 38.9% 57.5% 72.0% 50.8% 38.1% 53.1% 53.3% 
5s $ 89.6 $ 32.6 $ 58.1 $ 61.6 $278.0 $178.6 $242.8 $144.9 
1Includes proceeds of sale of assets amounting to $8.6 million. 
-to [had climbed to about 639,000, according to trade being more pronounced in the case of Chrysler and 
ing §tecords, the highest total since last June, and produc- the independents. Despite keener competition, Gen- 
lets tion was continuing to run ahead of sales last month. eral Motors is expected to enlarge net profit from 
led §Although distribution set a new record for March last year’s $9.08 a share — with allowance, of course, 
ers | With sales estimated at almost 700,000, factories for the larger capitalization now outstanding. Chrys- 
nu- §turned out more than 780,000 new cars, it is esti- ler’s earnings promise to register exceptional gains 
es, | mated. Similar trends are believed to have prevailed as compared with only $2.13 a share for 1954. Net 
ew fin April, although preliminary figures indicated that this year may reach $9-$10 a share. American 
ted {the ratio of sales to production was rising. Motors and Studebaker-Packard would be happy to 
on- Need for maintenance of larger inventories in convert 1954 deficits to profits this year. The outlook 
yed distributors hands has been emphasized by manu- for Kaiser Motors and its manufacturing subsidiary 
ave | facturers by pointing out that larger sales this year Willys Motors is uncertain at best. 
zed §fequire a greater number of units to maintain the 
der § customary 20 to 30 days supply on hand. The Independents 
In spite of numerous complaints and pessimistic 
er, observations, virtually all segments of the industry Hope for black figures among the smaller manu- 
ave [appear headed for more satisfactory results than in facturers is based on indications that operating 
led § 1954 — some more than others, of course. Starting economies can be achieved by concentration on fewer 
ers | With the major producers, one may surmise that both models, thus reducing tooling costs. In the case of 
ogs General Motors and Ford will turn in excellent 1955 American Motors, both Nash and Hudson standard- 
om f'eports, although it is a foregone conclusion that sized cars are fabricated from the same body shell. 
pre jf hese two will fail to capture as high a proportion Likewise, the company is making the Rambler model 
ffi- §f total sales as in 1954, when they accounted for bearing both the Nash and the Hudson emblems. 
er- n estimated 82 per cent of passenger car business. Despite maintenance of dual distributing organiza- 
ng |-hrysler should regain its usual percentage this year tions, substantial economies have been obtained. 
ay | f about one-fifth of the nation’s total. The three Meantime, the Kelvinator division is believed to be 
adependents may take care of between 5 and 7 enjoying a good year in line with the recovery ex- 
bm er cent of the year’s volume. perienced by producers of many consumer goods. 
Financial results of motor car manufacturers may The Kelvinator operation was the strong feature of 
h ompare favorably with the 1954 showing with gains the Nash setup. (Please turn to page 270) 
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Wren General Electric tallied all its 1954 
figures, it was able to inform its 295,945 share own- 
ers net earnings for the year reached an all-time 
high of $212.6 millions. This was $46.9 million, or 
28 per cent greater than 1953 net of $165.7 million. 
The 1954 showing was equal to $2.46 a share com- 
pared with $1.92 in 1953 and $1.75 in 1952, based on 
the average number of shares outstanding after ad- 
justment for the three-for-one stock split last June. 

Again, as in the three previous years, sales were 
in multi-billion dollar volume. The 1954 total of $2 
billion 959 million was the second highest in GE’s 
history, being exceeded only by 1953’s $3 billion 128 
million and surpassing by 13 per cent 1952 sales of 
$2 billion 624 million. Most of the sales decline last 
year—$169 million or 5 per cent—from the 1953 
high level occurred in defense business although the 
pattern of 1954 operations was affected by general 
economic conditions with business of GE’s Industrial 
Products and Lamp Group, which sells products used 
as components by all of industry, being adversely 
affected by customer inventory adjustments in the 
first nine months of that year. In contrast, however, 
sales of the Apparatus Group were about equal to 
those of a year ago and the Appliance and Electron- 
ics Group showed an increase over 1953, and indi- 
cations are that this gain will be maintained through 
1955. As a matter of fact, sales of GE in the first 
quarter of this year, amounting to $765.9 million, 
were within two per cent of matching the record 
high set in the initial quarter of 1953, and were 7 
per cent above last year’s first quarter sales of $715.6 
million. Net earnings for the March, 1955 quarter 
reached $50.5 million and were 5 per cent over the 
$48 million shown for 1954’s first three months. This 
latter figure was equal to 56 cents a share compared 
with 58 cents a share to March 31, this year. 

With the upsurge in general business continuing 
through the remaining months of the current year, 
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Strategy for Growth 


By ALLAN DARLEN 


GE is likely to establish another new record high 
in sales and net earnings, thus extending the trend 
which since 1946 has carried sales up from $768.9 
million, to the multi-billion dollar level in each year 
since 1951. In the same period, net earnings have 
increased from $43 million, to 1954’s all-time peak. 
This consistent growth, allowing for occasional dips, 
such as that recorded in 1954, is in keeping with the 
long-term trend over the next decade which GE’s 
President Ralph J. Cordiner terms the 10 golden 
years of the electrical industry with General Electric 
likely by 1964, in terms of 1954 dollars, producing 
twice as much as it is now doing. By then, it is esti- 
mated, this country will be using a trillion kilowatt 
hours of electricity or more than twice the 410 
billion-kwh., used in 1954. GE’s role in this growth 
will be, in part, helping utility companies meet the 
increased demands both by adding new production 
facilities and by developing new and better equip- 
ment for generating and distributing electric power 
to enable the nation’s electric utilities to properly 
service the growing list of electrical consumers. 


A Billion Dollars for Expansion 


General Electric, with about 200,000 products 
which it produces in 135 plants in 105 cities in 28 
states, began preparing more than a decade ago for 
this growth. As a matter of fact, it has concentrated 
on long-range strategy. In past years, much of this 
growth came through mergers and acquisitions of 
other companies and businesses. This, however, was 
a comparatively slow process. To assure that the 
company maintained its share of the expanding mar: 
ket against the continuing efforts of its competitors 
GE, in 1946, under the guidance of forward-looking 
Cordiner who regarded the company, even as re- 
cently as 1953 when it did a business in excess of 
$3 billion, “as a young and growing organization in 


THE MAGAZINE OF WALL STREE! 













as ¢ 
opp 
dE 

tion 
Sch 
will 
and 
tion 
wor 
enu 
mer 
wit] 
Pro 
men 
may 
har 
mar 
thai 
acci 
volv 
tem 
rege 
are 

ishi: 











I] LY 





a 


high 
rend 
168.9 
year 
have 
oeak, 
dips, 
n the 
GE’s 
iden 
ctric 
icing 
esti- 
watt 
410 
owth 
t the 
ction 
quip: 
ower 
perly 
rs. 


ducts 
in 28 
o for 
rated 
’ this 
s of 
was 

the 
mar: 
itors 
king 


iS of 
bn in 


REET 





a young and sprouting business” embarked on a 
broad post-war expansion program. Last year alone, 
investment for modernization and expansion of lab- 
oratories, plant and equipment totaled $158.8 mil- 
lion. These expenditures were approximately 13 per 
cent more than the $141 spent in 1953, and will be 
exceeded by the $165 million scheduled for 1955. By 
the end of this year total expenditures for expan- 
sion since 1946 will have reached $1 billion 100 
million. This colossal sum spent by GE as a private 
enterprise expresses the company’s confidence that 
as part of the electrical industry it is on the up- 
surge, and although 1955 marks the final year of its 
10-year expansion program, it believes that its need 
for expansion and modernization will go beyond this 
period if it is to keep pace with the demands it ex- 
pects to be made upon it as a manufacturer of elec- 
tric equipment for industry, the farm and the home. 


GE’s Primary Product is Progres’ 


GE looks to its expanding research program to 
maintain and accelerate this trend. Its slogan “Our 
primary product is progress” is a summation of its 
policy to constantly improve manufacturing meth- 
ods and broaden laboratory and research activities 
as a source of new products, increase employment 
opportunities and widen markets. The importance 

E puts on research is indicated by the new addi- 
tions to its Research Laboratory at the Knolls, near 
Schenectady, N. Y., which, when completed this year, 
will bring total post-war investment in laboratory 
and developmental facilities at this and other loca- 
tions to $155 million. So broad and varied is the 
work in these laboratories that it is impossible to 
enumerate any but a few of the outstanding achieve- 
ments of GE scientists, metallurgists and engineers 
within the narrow confines of the last year or two. 
Probably one of the most publicized of these achieve- 
ments has been General Electric’s laboratory cli- 
maxing man’s 125-year effort to duplicate nature’s 
hardest and most glamorous substance by producing 
man-made diamonds. This was achieved after more 
than four years of intensive research, and while no 
accident, was but a part of a general program in- 
volving various materials subjected to combined high 
temperature and pressure. Diamonds of any quality, 
regardless of size and color—even diamond dust— 
are useful in industrial tools for cutting and pol- 
ishing. If the present high cost of making diamonds 


by the GE process can be reduced, as is likely, great 
importance can be attached to this development be- 
cause of the possibility of —— these “stones” 
as a logical extension of the company’s interest in 
hard cutting materials represented by cemented car- 
bides produced in its Carboloy Department. Here 
too, research made major contributions to the metal 
industry last year through the introduction of two 
new grades of cemented carbides capable of cutting 
more metal per tool dollar expended than has before 
been possible. ; 

Not so spectacular as the man-made diamond was 
GE’s development last year of a blood-warming de- 
vice used to help save the lives of babies born with 
the wrong type of blood by a process regarded by 
physicians as one of the newer miracles of modern 
medicine. Another product capable of wide use in 
medical science as well as industry developed by GE 
research is an x-ray microscope that “looks inside” 
magnified specimens and magnifies up to 1,500 diam- 
eters. This new device, to be manufactured by GE’s 
x-ray department, is expected to aid in the develop- 
ment of new alloys and in studies of corrosion and 
welding of metals; studies of tooth decay and dis- 
eases of the bones and other human ailments, and 
in the study of covering or bonding quality of paints, 
adhesives and finishes. 

Many of GE’s products are the result of long- 
range research planning. The silicone story, for in- 
stance, stems from years of pioneering that dates 
back to 1932 when it began experiments to develop 
new resins for electrical insulation purposes. Sili- 
cones, a new class of synthetic or man-made chemi- 
cals combining the best qualities of sand, coal and 
oil, were a curiosity in 1942 when GE constructed 
its first silicone pilot plant. Within the past 9 years 
the silicone industry has expanded 25 times, and the 
forecasts are that it will treble within the next four 
or five years because of their value in a constantly 
widening industrial and consumer end-use pattern. 
The silicones development by GE and their increas- 
ing use is a story in itself. Commercial responsibility 
for silicones, along with GE’s increasing number of 
chemical products, was assumed by the company’s 
Chemical Department formed in January, 1945, and 
later, in 1951, this responsibility was centralized in 
the silicone products department which is a com- 
ponent of GE’s chemical division. 

To recite each and every GE research develop- 
ment would be an almost endless task. One of its 
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Long Term Operating and Earnings Record 
Percent 
Net Operating Income Net Net Net Div. Earned on 
Sales Income Operating Taxes Income Profit Per Per Invested Price Range 
{Miltions) Margin {Millions} Margin Share Share Capital High — Low 
MI <cicsasbcaeinn .ahecohacebeasacstobshinipiaecamslaenes $2,959.0 $358.3 12.1% $178.0 $212.6 7.2% $2.45 $1.86 20.7%1 5534-29 
SERRE See - 3,128.1 429.4 13.7 308.5 165.7 5.3 1.92 1.33 17.7 3034-66 
RUE. sls shi sdistuvsisdniusunrsoconineatiaadetecebopncaenans 2,987.5 426.4 14.2 275.9 169.1 5.6 1.75 1.00 19.5 24-18% 
TNE ‘Acincusixceschondacsaocuipiiesensesianciehesiighasonie 2,618.5 416.3 15.9 299.7 133.7 5.1 1.60 95 17.0 21%4-16% 
1950 2,232.8 388.5 17.4 221.3 177.7 72 2.00 1.26 25.5 1658-133 
MEE scipitcasgnacsvargevienivceinaanenccne 1,850.7 212.7 11.4 86.2 129.9 7.0 1.45 .66 21.3 14¥0-11% 
BNI sich snhusdcinansaveioins chain cinetesavesasaemeaean 1,864.9 229.6 12.3 109.4 131.5 7.0 1.43 56 24.2 14%4-1012 
MIE cashvcsiainnpensnatsiesshseecbesoasabpbaphcaiabcesbaais 1,525.2 166.6 10.9 78.5 101.2 6.6 1.10 53 24.5 131%4-10% 
1946 911.9 13.3 1.4 = 43.7 4.8 50 53 12.0 17M%4-11% 
eer 1,466.4 148.6 10.1 99.4 58.3 4.0 65 51 15.8 1612-1258 
10 Year Average 1945-1954 .............. $2,154.5 $278.9 11.9% $165.6 $132.3 6.0% $1.48 $ .91 19.8% 55%4-1012 
1—To April 26, 1955 
————————_——EEE 
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1954 achievements was direct amplification of light 
by which a special kind of phosphor in an electric 
field can emit ten times more light than it absorbs. 
A major chemical research development last year 
was “Alkanex wire enamel” which gives the toughest 
high-temperature film-insulated magnet wire yet 
developed. An important feature of this new prod- 
uct is that it permits increasing the horsepower of 
motors without increasing size. New techniques were 
also developed for mass-producing of transistors, 
making possible a GE general price reduction, bring- 
ing the transistors down to where they will sell in 
quantity lots from below two dollars each to ap- 
proximatey four dollars each. 


A Pioneer in Automation 


Other fields in which GE has pioneered are in the 
development and application of giant computers or 
“electric brains,” and in evolving new concepts of 
productivity or “automation” which it has adopted 
in many of its plants. In addition to benefiting from 
its advances in this field it is also developing new 
business in the creation of equipment for continu- 
ous automatic production for other manufacturers. 
Last year, GE introduced a completely redesigned 
and engineered ‘“‘Weathertron’”, the all-electric 
method for home heating and cooling. In the last 
two years GE central home cooling sales have in- 
creased ten times. Within the next decade air con- 
ditioning, it is estimated, will become a billion-dol- 
lar-a-year business. GE, preparing for this antici- 
= growth, has already broken ground at Holland, 

ich., for a new plant to manufacture hermetic 
motor parts for the refrigeration and air condition- 
ing industries. Another phase of expansion involves 
plans for a $15 million plant at Tyler, Texas, for the 
expanded production of home cooling units. When 
completed in the Fall of 1956, GE will have three 
facilities devoted exclusively to home cooling equip- 
ment, including oil and gas-fired boilers and fur- 
naces, and central home air conditioning units. 

The foregoing sets forth only a few of GE latest 
developments that make up the story of continuing 
progress at General Electric, the leading name in 
the electrical manufacturing industry, producing 
giant electric generator units and other apparatus 
for electric utilities and industry in general, gas 
turbines; diesel electric and gas turbine locomotives: 
ship propulsion gear; jet engines in defense, and 
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thousands of other products, including electric lamps 
—bulbs and fluorescent tubes—sales of which are 
estimated to run into hundreds of millions of dol- 
lars annually. 


Atomic Energy Developments 


In keeping with its policy of looking toward the 
future, General Electric is accelerating research and 
development activities in atomic energy. The com- 
pany is no stranger in this field, it having pursued 
intensive studies of how to utilize atomic energy in 
the generation of electric power for several years, 
basing its work on the experience gained in atomic 
research that dates back to 1939. At the present 
time, it is engaged in a great number of atomic de- 
velopment projects. One of these is the production 
of a prototype nuclear reactor for the submarine 
Sea Wolf for the U. S. Navy. Other atomic activities 
include work on developing an aircraft nuclear 
power plant and the designing and constructing of 
a complete power plant in connection with a 
180,000-kw. boiling water type reactor. This latter 
plant, to be financed entirely by private funds, may 
be in operation along about 1960 as part of the 
Commonwealth Edison Co. System. In Canada, GE’s 
Canadian General Electric Co., Ltd., has been se- 
lected to build the first atomic electric power plant 
in that country. Contributing to GE’s experience in 
atomic energy is the work the company is doing 
in managing, under contract with the AEC for a 
total sum of $1.00, the Hanford Atomic Products 
operation in Richland, Wash., which has grown to a 
billion-dollar investment. 


Decentralization of Management 


What GE has accomplished in expanding plant 
facilities, intensifying research and developmental 
activities leading to new products and broader mar- 
kets, conveys but a partial picture of the company. 
As GE continues to grow, the job of operating the 
company and its diversified business becomes greater 
and more difficult. To meet this situation, President 
Cordiner long ago introduced a plan to decentralize 
management—geographically, functionally and by 
products. Summed up in a few words, this plan set 
up an executive management consisting of the presi- 
dent and five senior officers; services management 
skilled in specialist functions and subfunctions; op- 
erating management—individuals responsible for 
the conduct of their respective decentralized product 
businesses. Under operating management, GE is 
broken down into 105 departments which head the 
far-flung manufacturing plants. Even the Board of 
Directors normally is made up of “outside” mem- 
bers, only two of the present 16 being from within 
the company. The 14 non-operating members are 
geographically located in virtually all the large in- 
dustrial areas of the country and bring GE a wealth 
of information in such things as mining and agri- 
culture, papermaking, chemical, retailing, food proc- 
essing, transportation, finance and banking. 

These and other policies of GE provide a partial 
answer to the great growth of the company in the 
last two decades and more particularly, the quick- 
ened pace of growth in the post-war years. Within 
the 8 years since the end of 1946, total assets have 
almost doubled, increasing from $856.7 million to 
$1 billion 691 million at the end of 1954. At this time, 
GE had cash and marketable securities totaling $307 
million which were part (Please turn to page 260) 
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Case No. 6 


~ 

by are almost as many “methods” for 
investing in securities as there are types of in- 
vestors. Some want a quick and easy method for 
“beating the market’. Some chart followers are to 
be found in this group though charts do have a 
sound and practical function which is much appre- 
ciated by more serious students of investments. 

Other investors will never buy except after a 
serious and prolonged decline in the market. Some 
of these individuals have been known to wait as long 
as five years, and even longer, before they will com- 
mit any sizeable funds to the purchase of stocks. 
They have only one objective and that is to buy at 
the lowest possible price, no matter how long it may 
take to wait for such prices, and then accept the 
full gain on their holdings once they have decided 
the market has done all it can be reasonably ex- 
pected to on the upside. Whether or not the market 
may advance further after selling their stocks has 
no interest for them, nor can they be tempted to buy 
a particular issue, no matter how attractive. Once 
they have sold out their holdings, they stay out of 
the market until the next long decline provides them 
with what they conceive to be a new opportunity. 
This class of investor may make only three or four 
bulk purchases and sales of stocks in an entire life- 
time. Obviously, this method requires the utmost in 
patience and in will-power for which very few 
people are equipped to the necessary degree. 


A Specialized Method 


Some individuals prefer to concentrate on con- 
vertible preferred stocks and convertible bonds, on 
the theory this affords greater protection at the 
same time offering a means of participating in the 
rise of the common stock into which the preferred 
stock or bond is convertible. This is a more moderate 
type of speculation and may be suitable for indi- 
viduals who are as much interested in obtaining a 
regular income from their holdings as in potentials 
for appreciation. This method, however, is a very 
specialized form of investment and is not suited to 
the average investor. In fact, if funds are exclusively 
invested in such issues, profit opportunities must 
necessarily be more limited than if the investments 
were made in the common stocks themselves. The 
decision as to which issue to buy, convertible pre- 
ferred or bond, or common stock will naturally be 
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The Methodiecal Investor 


determined by the investor in the light of his indi- 
vidual requirements and disposition. 

There are other means of investing methodically 
but, perhaps, the simplest and most effective is what 
is known as “dollar-averaging’’. Essentially, this is 
a systematic plan of investing, the heart of which 
is to acquire securities in identical quantities at an 
average cost, spaced out over regular intervals, re- 
gardless of market conditions. In order for this plan 
to operate successfully, the investor must follow 
several specific courses of action and stick to them. 
It is important to recognize that deviation from this 
plan would destroy its usefulness and effectiveness. 


The Essential Features 
What the investor who wishes to adopt “dollar- 


averaging” as a method of investing must learn is 
the following: (Please turn to page 270) 



































“Dollar-Averaging” Over 15 Year Period 
Applied to Standard Oil of New Jersey 
| | 
Annual Total | 
Dividend Number Accumu 
Received Total of Shares lated 
Average & Available Annual Purchased Number 
Price of For Re- Amount Each of 
Stock — Investment Invested Year Shares 
| 1940 ww 8% $= $2,000 52 52 | 
1941 40 130 2,130 53 105 | 
1942 38 210 2210 58 163 | 
1943* 53 326 2,326 43 206 
1944 54 515 2,515 46 252 
1945 63 610 2,610 ad 293 
1946 69 902 2,902 42 335 
1947 71 1,340 3,340 47 382 
81 764 2,764 34 4341 
67 1,736 3,736 55 4972 
1950 79 2,485 4,485 56 553 
arene nore 663 4,562 6,562 99 1,2053 
1952 ; 77 5,121 7,121 92 1,297 
1953 72 5,836 7,836 108 1,405 
Roe 7 6,392 8,392 92 1,497 
* Does not include spin-off of 1 share of Consolidated Natural Gas 
for each 10 S. O. N. J. held. 
1 Includes two stock dividends, both of 5 shares for each 200 held. 
2 Stock dividend of 4 shores for each 200 shares held. 
3 New stock, after the 2 for 1 split. 
* —— 
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Duration 


There are two ways of figuring 
the duration of this bull market 
to date: (1) that it started from 
the June 1949, low, with 1953’s 
moderate 8-month decline (13% 
for the Dow industrial average) 
classed as an intermediate phase; 
(2) that the latter was a minor 
bear market, and that the present 
bull market started from the Sep- 
tember, 1953, low. On the first 
reckoning, the bull market was 
more than 69 months old at its 
most recent high, and the long- 
est in history, with the total rise 
of the Dow industrial average 
about 166%; that of more ac- 
curate and comprehensive market 
indexes even more. If figured 
from September, 1953, its dura- 
tion to this writing has been 
about 1914 months and the rise 
for the Dow industrials 77%. 
Serious vulnerability, as meas- 
ured by price-earnings ratios and 
dividend yields, may not yet be 
present; but, anyway one figures 
it, buyers of common stocks are 
skating on thinner and thinner 
ice. The Dow average recently got 
above 430. The absolute bargain 
levels of our time (major bear- 
market lows) were 41.2 in 1932, 
99.0 in 1938, 92.9 in 1942, 163.2 
in 1947 and 161.6 in 1949. Keep 
in mind the. difference between 
all these levels and the 430 level, 
if you have the speculative itch 
and before you ask your broker: 
“What looks good?” 


Trade Up 
The wisest policy from here on, 
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and starting now, is to trade 
—to move from lower-grade to 


up 


higher-grade securities; to in- 
crease the proportion of total 
portfolio funds invested in fixed- 
income issues (bonds and/or good 
preferred stocks) and in defen- 
sive-type common stocks; to write 
down the cost of more speculative 
holdings by at least partial profit 
taking; and to build up reserves 
in cash or equivalent (such as 
savings deposits or short-term 
Treasury obligations) if they are 
not already adequate. 


Preferred Stocks 


Many good preferred stocks are 
available on a yield basis around 
4% or not greatly less than cur- 
rent average yield on so-called 
representative industrial common 
stocks of the Dow-average type. 
In the case of investors who put 
emphasis on income return, they 
are preferable to high-grade 








bonds at yields of 3% or less. 
Price swings in preferred stocks 
have traditionally been materially 
wider than those of prime bonds, 
but far smaller than those in the 
general run of common stocks and 
considerably smaller than those 
even of defensive-type common 
stocks (stable-dividend income is- 
sues). However, for many months 
better-grade preferreds have ac- 
tually shown more stability than 
the bond market. This reflects (1) 
demand for preferred stocks by 
pension-fund trusts and, to a 
lesser extent, by some other in- 
stitutional funds; and (2) the 
fact that new bond flotations have 
long been relatively much heavier 
than preferred-stock financing, 
putting more pressure on sea- 
soned bonds than on _ seasoned 
preferred stocks. Some examples 
of preferred stocks suitable for 
conservative portfolios are Atchi- 
son $2.50, Caterpillar Tractor 


























Increases Shown In Recent Earnings Reports 

1955 1954 
BION GRD GOI. 5a enesessnisciscscccccesccscoscssssscenseses Quar. Mar. 31 $2.03 $ .06 
PIII RNIN {icky ccscdicddatrassnuptivktaadéhaabnnacuasonicasapsesedias Quar. Mar. 31 1.26 33 
Certain-teed Products Corp. ..............ccscseeeees Quar. Mar. 31 75 45 
NN ID IIR sc csncsinsccccecersickeoneausecsoas Quar. Mar. 31 1.24 94 
Underwood Corp. .......sccsrcsessecsscese Quar. Mar. 31 58 .20 
I NOTING: sinctaesacenssissakonscassdusoaneniscasecebaneseuniionss Quar. Mar. 31 1.70 1.12 
NIN RING icc csicscepsiccasnnibersseaanniesimniisabonaantan Quar. Mar. 31 72 44 
Westinghouse Air Brake ............cccccccccccsesseeeees Quar. Mar. 31 .36 .22 
Bohn Aluminum & Brass Quar. Mar. 31 -90 55 
M NINE <2 0 1, carsetiashcshesseachennenstsuses Quar. Mar. 31 1.63 1.09 
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$4.20, General Motors $3.75, May 
Department Stores $3.75, Pacific 
Gas & Electric $1.50, Pacific 
Lighting $4.50 and Union Pacific 


$2. 


Defensive Stocks 


In major bear markets of the 
past, “defensive” common stocks 
have belied the term to a painful 
degree. Issues of this type had a 
general decline on the order of 
75% from 1929 high to 1932 low, 
around 25% from 1937 high to 
1938 low, close to 50% from 1939 
high to 1942 low, and around 20% 
from 1946 high to 1947 low. On 
the other hand, in the more mod- 
erate 1948-1949 decline their av- 
erage fall was around only 4%, 
against 16% for the Dow indus- 
trial average, and in the 8-month 
1953 decline it was less than 4%, 
against 13% for the industrial 
average. The indicated tendency 
toward smaller declines in income 
stocks than in the past reflects to 
a considerable extent the broad- 
ening role in recent years of in- 
stitutional demand for top-grade 
income stocks, shared also by 
growth stocks. For that reason, 
we doubt that defensive stocks 
will be subject to more than rela- 
tively minor decline in the next 
significant market sell-off. Rep- 
resentative examples of such is- 
sues include American Gas & 


Electric, American Telephone, 
Borden, Beneficial Loan, Corn 
Products, Woolworth, General 


Foods, National Biscuit, Ameri- 
can Chicle, Wrigley, Cleveland 
Electric, Ohio Edison, General 
Mills and Commonwealth Edison. 


Growth Stocks 


In the past, growth stocks have 
been subject to cyclical declines 
which in many cases were not 
much less than those of the in- 
dustrial average. However, any 
repetition of that figures to be 
In considerably more moderate 





degree. Institutional funds which 
have been willing to reach for 
such issues for long-term hold- 
ing, despite high price-earnings 
ratios and low yields, can be ex- 
pected to buy them even more 
willingly on reasonable price con- 
cessions. Even so, at present 
prices most growth stocks are 
unattractive for individual in- 
vestors; and increasing discrimi- 
nation is in order. Potential vul- 
nerability is least in gradual- 
growth stocks in relatively stable 
lines of business. Examples in- 
clude a sizable number of elec- 
tric utilities, and a small minor- 
ity of industrial issues such as 
National Dairy Products, Scott 
Paper, Johnson & Johnson, Pfizer 
and Continental Can. 
Utilities 

Because of the proven ability 
and vision of the management, 
the power-demand projections of 
the American Gas & Electric 
Company command a high degree 
of respect. The management re- 
cently estimated that 1955 earn- 
ings would rise to around $2.80 a 
share, from 1954’s $2.52. That 
would almost surely mean a fur- 
ther boost in the dividend, now 
at $1.80, for the seventh consecu- 
tive year. The company’s long- 
range projection is that its pres- 
ent power load figures to increase 
about five-fold in about 20 years, 
allowing for dynamic population 
and industrial growth, and for 
increasing usage of electricity 
per customer, especially in the 
residential field. Yet the largely 
industrialized territory served by 
this system, stretching from Vir- 
ginia and other’ upper-south 
states to the mid-west, is charac- 
terized by about average, rather 
than extraordinary, growth tend- 
encies. Therefore, the 20-year 
project implies considerably 
larger potentials for utilities in 
strong-growth areas. The stocks 








Beech-Nut Packing 


Douglas Aircraft 


American Steel Foundries 


New York Air Brake 


Decreases Shown In Recent Earnings Reports 


PRIS FOP GINGS ......0.0.0s0sescscessescsccccesssesene 


Bangor & Aroostook R. Re oo... ecceccceeeeeeee 
Chance Vought Aircraft .0.............ccccccsesesesees 
NN MII Aas csasassnsnsnnsnasasnretinanseshsaascnnnseens 
Fedders-Quigan Corp. ..............sscssssssessessereees 











Pittsburgh Screw & Bolt 


1955 1954 
.. Quar. Mar. 31 $ .44 $ .83 
.. Quar. Mar. 31 .23 -77 |i 
.. Quar. Feb. 28 1.93 2.41 
... © mos. Mar. 31 -80 2.08 
.. Quar. Mar. 31 1.03 3.51 
.. Quar. Mar. 31 -65 1.20 
... Quar. Mar. 31 95 1.05 
... Quar. Feb. 28 14 -50 
Quar. Mar. 31 54 81 
Quar. Mar. 31 -10 15 
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of the latter are premium-priced 
on present earnings, but among 
the soundest long-pull invest- 
ments for income and apprecia- 
tion. Examples include Florida 
Power, Florida Power & Light, 
Southern Company, Texas Utili- 
ties and Central & South West. 
Any or all of these could be used 
for trading-up purposes in 
strengthening portfolios. 


Surprise 

In many cases the first-quarter 
earnings reports so far issued 
(discussed in detail elsewhere in 
this issue) have been surprising- 
ly good. But there have also been 
some disagreeable surprises, the 
majority of them in capital-goods 
lines in which order backlogs had 
been reduced and in which more 
recent improvements in orders 
came too late to bolster the first- 
quarter showing. Some examples, 
with percentage shrinkage in 
profits from a year ago are West- 
inghouse Electric 50%, Pullman 
69%, Cincinnati Milling Machine 
78%, General Precision Equip- 
ment 39%, Pittsburgh Forgings 
70%, Elliot Company 87% and 
American Steel Foundries 61%. 
In short, earnings are rising on 
average but are not on a one-way 
=— Neither is the stock mar- 

et. 


Stock Groups 


The stock groups which have 
reflected above-average demand in 
recent trading sessions up to this 
writing are aluminum, automo- 
biles, auto parts, cement issues, 
chemicals, dairy products, meat 
packing, paper, shipping, motion 
pictures and the tobaccos, the lat- 
ter apparently reflecting the wan- 
ing of the lung-cancer scare. It 
will be interesting to see whether 
additional medical attacks on cig- 
arette smoking significantly un- 
settle these issues again, with an- 
other report by the American 
Cancer Society_ likes. by early 
summer. aeGdk” qveune recently 
under considerable pressure in- 
clude aircraft, air transport, dis- 
tillers, copper, ethical drugs and 
crude oil producers. 


Stocks 


Strength in individual stocks 
is more noteworthy in sessions 
when the averages are under 
pressure than when they are ris- 
ing. Some recent examples of 
strong issues, counter to easing 
market tendencies, are Baltimore 
& Ohio, Borg Warner, Florida 
Power & Light, General Finance, 

( Please turn to page 271) 


















The Business Analyst 


WHAT’S AHEAD FOR BUSINESS? 


By E. K. A. 


Seasonal and cyclical factors, often overlooked by many 
business men and investors, may assume increasing importance 
in the months ahead. Now that we are past the period in which 
business was at a low ebb a year ago, weekly and monthly 
comparisons of the various 
business series with a year 
K earlier are almost certain to 

show less satisfactory rates 
BUSINESS ACTIVITY of gain than those recorded 
PER CAPITA BASIS. thus far this year. Compari- 











ptt hy sons from here on will be 
against the period last year 
210 4 g Pp y 


when sharp recovery from 
recession was under way. 


two 





WEEKS Accordingly, it is to be ex- 
200 — aco pected that the rate of gain 
will decline even though the 
7 pace of business activity 
190 — continues strong. 


Failure to appreciate and 
evaluate this prospect could 
result in misconceptions of 
the true status of business in 
the months ahead. The situa- 
tion is complicated further 
by the fact that recovery 
from business slowdown in 
- 1954 was accelerated by 
the planned forward shift of 
about two months in the 
od introduction of 1955 model 
automobiles, with resultant 
stepped-up activity by car 
manufacturers and allied in- 
dustries. It is not altogether 
certain as yet whether auto- 
mobile manufacturers will 
q continue their advanced 
schedules this year or 
whether they will revert to 
di their later schedules, for 
much depends on how well 
the 1955 models continue to 
sell. 

During the earlier postwar 
years, when pent-up de- 
mand still was far from satis- 
fied, there was little evi- 
dence in many branches of 
industry of any strong sea- 
sonal tendencies such as ex- 
isted prior to the war. How- 
ever, with the filling of pipe- 
lines and the return of more 
normal consumer attitudes, 
seasonal trends have be- 
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come more com- 
mon. In most lines 
of business, sea- 
sonal patterns of 
activity are some- 
what similar to 
those pertaining 
prior to the war. 
Seasonal trends 
in business are pri- 
marily the result of 


normal or natural 
developments. 
There is nothing 


mystical about 
them. The normal 
changes in the 
weather with the 
four seasons of the 
year result in vary- 
ing demands for 
different types of 
goods and servies. 
Important events 
such as Christmas and Easter result in special impacts, with 
the shifting date of Easter causing statistical difficulties. Con- 
struction activity is influenced by the seasons, rising during 
warm weather and falling off during cold weather. 

The automobile industry is among these latter, and it is so 
important to our economy through its impact on allied and 
non-allied industries that a change in custom—such as occurred 
last year when production of new models was begun about 
two months earlier than in recent previous years—can exer! 
considerable influence on the level of business activity. 

During the postwar period, cyclical factors—the broad 
swings in different lines of business over varying periods of 
years—have been much less in evidence than prior to the war. 
It is contended by some economists that the “business cycle”, 
represented by alternating extended periods of rising and 
falling general business activity, has been abolished as o 
result of various governmental measures designed to stabilize 
business. Nevertheless, there is little doubt that the “rolling 
adjustments” in various individual industries during the past 
few years represent, in some measure at least, the return of 
cyclical influences. 

Fortunately, there has been little concurrence in the pattern 
of these rolling adjustments. While, for example, the textile 
industry was depressed for some time as a result of insufficient 
new business, demand for housing and automobiles quickened 
as an offset. So little is known about the causes of cyclical 
variations in individual industries that it is difficult to determine 
whether, with the return of more normal conditions, we can 
expect cyclical influences to assume increasing importance as 
has been true of seasonal influences. The probabilities are, 
however, that cyclical factors will exert more impact on our 
economy from now on than during the past ten years. 
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The Business Analyst 





MONEY & CREDIT — The terms of the Treasury's new 
financing, announced late last month, proved to be in 
line with general expectations and had little effect on 
bond prices. The Treasury, which needs $2.5 billion in 
cash to pay off tax and savings notes falling due this 
month and next, and faced with the necessity of refund- 
ing $3.9 billion of 1%% certificates maturing on May 17, 
offered a 15-month, 2% note to cover both objectives. 
The choice of this short-term instrument illustrates the 
Treasury’s doubts about the market's ability to absorb 
a long-term Treasury issue at this time. The nation’s 
fiscal arm therefore decided on a minimal interference 
with private financing, leaving the Federal Reserve as 
the main determinant of monetary policy. 

Underwriters have been fairly busy in recent weeks, 
although volume has not matched expectations. Total 
bond flotations in April came to $937 million, down from 
$1,215 million the previous month and $1,041 million 
a year ago. A pick-up in the volume of new issues is 
expected in May, with corporate borrowing in the fore- 
front. In this field, convertible issues have been a favor- 
ite financing medium in recently strong equity markets 
and such issues as General Dynamics’ $40 million of 
convertible 3%s of 1975, and Bethlehem Steel’s $191.6 
million of convertible 3%s of 1980 have gone to large 
premiums immediately upon issuance. New corporate 
issues without a conversion feature have also been well 
received although municipal loans have met with some 
resistance. 

In the field of seasoned long-term securities, changes 
have been negligible in the two weeks ending May 2. 
The Treasury 3s of 1995 gained 1/16 during the period 
and the 3%s of 1983-1978 lost a similar amount. Short- 
term Treasuries were down slightly in deference to the 
forthcoming 15-month note issue. Best-grade corporate 
obligations have remained at dead center during the 
period with the yield of a representative daily average 
of these bonds holding unchanged during the entire two 
weeks while tax-exempts presented a similar picture of 
inaction. 

The nation’s active money supply — consisting of cur- 
rency outside the banks plus demand deposits — has 
been trending steadily upward, with last year’s advance 
in the face of lower business reflecting the Federal 
Reserve’s use of this instrument to counter recessionary 
trends, while this year’s gain is the result of heavier 
private borrowing, a normal development during a 
business upturn. In the month of March, the active money 
supply, on a seasonally adjusted basis, rose by another 
$300 million, while the gain over a year ago amounted 
to $5.2 billion or 5%. Although the gain has been 
moderate, a continual rise in the money supply can 
eventually result in renewed inflationary pressures. 
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TRADE — Retail sales are continuing to top year-ago 
figures with dollar volume for the week ending Wednes- 
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day, April 27, about 5% ahead of a year ago, according 
to estimates by Dun & Bradstreet. Best showing was in 
the Southwest region with an 8% gain while the North- 
west with an advance of only 3%, was a laggard. Spring 
apparel buying turned up strongly after its post-Easter 
slackness. Demand for household durables was generally 
higher although there was a slight dip in sales of 
television sets. Sales of new autos remained at the very 
high levels of recent weeks. 


—_—_— o----— 


INDUSTRY — The Business Survey Committee of the 
National Association of Purchasing Agents reports that 
industrial output rose further in April while manv- 
facturers’ new orders also were higher. Producers are 
definitely adding to inventories, the survey finds, reflect- 
ing the need for larger stocks to handle increased output 
schedules. Industrial buyers are no longer operating on 
a hand-to-mouth basis and this has resulted in a firming 


(Please turn to following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Mar. 3.5 3.0 3.8 1.6 (Continued from page 249) INDL 
| Cumulative from mid-1940_______| Mar. 583.5 580.0 540.8 13.8 of some industrial commodity prices. Mii 
| FEDERAL GROSS DEBT-$b Apr. 26 277.0 277.0 270.1 55.2 _ 
e ie 
| | MONEY SUPPLY-$b “— 
D dD its—94 Cent Apr. 20 56.6 55.8 53.7 26.1 
iokoioiirey. iar Saige si COMMODITIES — The Bureau of Labor Mi 
Currency in Circulation.____-_| Apr. 27 29.7 29.7 29.6 10.7 ee ° 
Statistics’ index of spot prices for 22 Mc 
BANK DEBITS—(rb) ** leading commodities fell 0.2% in the Gr 
New York City—$b________| Feb. 63.4 60.8 62.4 16.1 four weeks ending May 2 to close at ane 
344 Other Centers—$b_______| Feb. 102.4 97.8 94.8 29.0 89.3% of the 1947-1949 average. The = 
PERSONAL INCOME-$b (cd2) Feb. 292.4 291.4 2850 102 metals have been the weakest com-|[| son 
: ponent of the index during the period, Cu 
Salaries and Wages___________| Feb. 200 199 195 99 ° a 
ate with a 1.0% drop. Raw foodstuffs were Ste 
Proprietors’ Incomes ____m____| Feb. 50 50 50 23 e it ° ° 
ae down 0.8%, livestock 0.7% and textiles 
Interest and Dividends__.._—~_~_-__|:d~Feb. 25 25 25 10 e ‘ ji ae PETR 
0.4.% Raw _ industrial commodities 
Transfer Payments__.___ si Feb. 16 17 15 10 ained 0.1% in the 28-de eriod end Cr 
(INCOME FROM AGRICULTURE) Feb. 16 16 17 3 94 end a edvanced 0% Ge 
. °. 
POPULATION—m (e) (cb) Mar. 164.4 1642 1615 133.8 an 
Non-Institutional, Age 14 & Over___|_ Mar. 117.1 116.9 115.9 101.8 ae : 
Civilian Labor Force__.___»_| Mar. 63.7 63.3 63.8 55.6 LUM 
aeeleberate a. - = = Manufacturers of MACHINE TOOLS St 
unemployed ame. 3.2 34 a7 3.8 received new orders worth $63.4 | 
Employed Ma 60.5 59.9 60.1 51.8 hi _— 
— i : : : ; million in March, up from $61.9 million Cu 
In Agriculture______| Mar. wot wipe on 8.0 | the previous month and $52.2 million 
Non-Farm. Mar. 54.8 54.9 54.2 43.2 a year ago, according to estimates by ENG! 
Weekly Hours—_____| Mar. 4.3 “9 41.1 42.0 | the National Machine Tool Builders A 
EMPLOYEES, Non-Farm—m (1b) Mar. 48.2 478 478 37.5 | Association. Shipments during the|}| °° 
Government _| Mar. 69 69 67 4g | month rose sharply to $59.9 million, | TF) mise 
Trade __| Mar. 10.4 10.3 10.3 79 20% gain over February but still Pa 
Factory Mew. 12.8 12.7 12.8 7 36% under March, 1954. The rate of Ci 
Weekly Hours Mar. 40.7 40.4 39.5 40.4 machine tool output was lower in | 
Hourly Wage (cents)___>_| Mar. 1.85 1.84 LJ? 77.3 March, amounting to $71.1 million as 
Weekly Wage ($)______| Mar. 75.30 7434 70.71 21.33 | against production of $76.2 million in| }|—— 
| A — | February. With shipments below new edilb- 
—o (Ib2) pail 26 ee _ — 66.9 orders, backlogs were somewhat n93: 
stnen den rn - 6 209.5 116.2 | higher and it would have taken 4.4 tons. 
COST OF LIVING (Ib2) Mar. 1143 1143 «1148 = 65.9 _—-| Months at current output rates to com- ova 
Food Mer. 110.8 110.8 112.1 64.9 plete all orders on the books at the _ 
Clothing Mar. 103.2 1034 1043 59.5 | end of March. This compares with 4.2 
Rent Maer. 130.0 129.7 128.0 89.7 months at the end of February and 4.6 
months in March, 1954 at the output 7 
** eye . . 
SSTAR, TRASS-Ce rates prevailing at that time. “tia 
Retail Store Sales (cd)_._-__—~——_—sdF eb. 14.8 14.9 14.0 4.7 300 ¢ 
Durable Goods Feb. 5.2 5.1 4.7 1.1 :s 2 « — 
Non-Durable Goods______| Feb. 9.6 9.7 9.2 3.6 “br 
Dep’t Store Sales (mrb)_______| Feb. 0.85 0.89 0.83 0.34 1 
OA 
Consumer Credit, End Mo. (rb) Feb. 29.5 29.8 28.1 990 |. 117,000 NEW HOMES were Started 7A 
aencncroens —— | in March of this year, completing the 4h 
MANUFACTURERS’ most active first quarter in history, the 7h 
New Orders—$b (cd) Total**______| Feb. 25.7 24.8 22.0 14.6 Labor Department has reported. Private 9A 
Durable Goods Feb. 12.8 12.1 9.6 7.1 housing starts amounted to 116,100 6A 
Non-Durable Goods_____| Feb. 12.9 127 = 12.4 7.5 | units, equal, after seasonal adjust-|§| 3 3 
Shipments—$b (cd)—Totals**____| Feb. 25.2 24.9 23.6 8.3 ments, to 1,407,000 dwellings on an 6C 
Durable Goods Feb. 12.4 12.3 11.3 4.1 annual basis. This is the fifth month in 3C 
Non-Durable Goods_________ | Feb. 12.8 12.6 12.3 4.2 a row that starts on an annual basis b. 
sialiatatisi cians ee ee “re Cc 
BUSINESS INVENTORIES, End Mo.** “ong ge er 1.3 a 0 “— oon 7C 
Setaioitls douh iit 77 74 ie 28.6 — not ae a pine A‘ ree 7C 
Manufacturers’ an Feb. 43.6 43.6 46.1 16.4 ne Sereue ae eee Swe os o/ -3 
’ first quarter of this year was about 25% 6 D 
Wholesalers Ke Tha 11.5 11¢ 4.1 i casedl f th di 1954 5D 
Retailers’ nein Oil. 22.4 22.2 22.4 oe 1. S > peers 6E 
sen itlatialieat blac nr 24 os 24 2 periods. Compared with the peak year 2 F 
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Latest Previous Pre- 
>K Wk. or Wk. or Pearl PRESENT POSITION AND OUTLOOK 
a Date Month Month Harbor* 
INDUSTRIAL PROD.—Ia np (rb) Mar. 135 133 123 93 months was 6% higher this year. 
Mining Mar. 123 123 112 87 
Durable Goods Mfr.._________| Mar. 150 147 135 88 i TE 
Non-Durable Goods Mfr._._.___--__ |] Mar. 122 121 114 89 
CARLOADINGS—t—Total Apr. 23 706 675 626 933 The number of BUSINESS FAILURES 
r 2 was higher in March as 1,038 firms 
or Mise. Freight Apr. 23 371 366 337 379 A . 
closed their doors, according to data 
22 ie. 6. C1 <o. ” oe “ ad compiled by Dun & Bradstreet. This was 
the Grain Apr. 23 46 41 48 43 “ Y : 





ca At 12% above the previous month’s fail- 
‘he ELEC. POWER Output (Kw.H.) m Apr. 23 9,697 9,602 8,257 3,266 ures but still below a year ago when 
aan as = casualties amounted to 1,102 firms. In 
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we eee 2% drop in liabilities of failing firms 

ies | | | PETROLEUM—(bbls.) m to $41.2 million. In the first quarter 

all Crude Output, Daily ~~) Apr. 22 6.8 6.8 6.6 4.1 of this year, liabilities of failing firms 
Gasoline Stocks Apr. 22 180 182 178 86 amounted to $121.1 million, down from 
Fuel Oil Stocks. Apr. 22 45 45 44 94 $134.6 million in the corresponding 
Heating Oil Stocks Apr. 22 66 63 59 55 1954 quarter when business was on 

LUMBER, Prod.—(bd. ft.) m Apr. 23 257 252 255 632 the down grade. 

LS Stocks, End Mo. (bd. ft.) b_ _| Mar. 9.1 9.1 9.2 7.9 i - ws 

3.4 | F| steeL INGOT PROD. (st) m Mar. 10.0 8.5 73 7.0 

mes Cumulative from Jan. 1________| Mar. 27.3 17.3 22.3 74.7 Manufacturers produced 115.3 mil- 

ion — ~———— | lion pounds of RAYON in March, a 
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: 459 383 241 94 etfs ° 
ers a — ron = ‘a ian sam tae month’s 94.1 million pounds. Shipments 
the ee eee mnneanenes Sar Sinema we | in. March also were higher at 124.7 
+ | F| MISCELLANEOUS million pounds versus 102.0 million 
till Paperboard, New Orders (st)t__ | Apr. 23 235 237 199 165 pounds in February. With shipments 
of Cigarettes, Domestic Sales—b Feb. 28 32 27 7 topping output, manufacturers’ rayon 
in Do., Cigars—m Feb. 438 446 444 543 inventories fell to 66.8 million pounds 
as Do., Manufactured Tobacco (Ibs.)m. Feb. 15 16 16 28 from 76.2 million pou nds in Februa ry. 
in aa — sg an alae i — a —— 
ew b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
. cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. I—Seasonally adjusted index 
at (1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 
4.4 tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensa- 
ym- tion for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. 
the st—short tons. t—Thousands. *—1941; November, or week ended December 6. **—Seasonally adjusted. 
4.2 THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
4.6 ~ —- Ss - — — 
put 1955 1955 
No. of 1955 Range 1955 1955 (Nov. 14, 1936 Cl.—100) High Low Apr.22 Apr. 29 
Issues (1925 Cl._—100) High Low Apr.22 Apr. 29 100 HIGH PRICED STOCKS ...... 199.0 180.6 198.1 199.0H 
300 Combined Average _ ............ 309.3 282.0 307.7 307.6 100 LOW PRICED STOCKS ......... 383.1 343.5 379.1 378.4 
4 Agricultural Implements ...... 313.5 264.9 305.4 305.4 SE BIE wiiaciccssesnsn 806.0 684.8 699.0 684.8L 
3 Air Cond. (’53 Cl.—100)...... 116.0 106.7 110.2 106.7L 4 Investment Trusts ......... as 157.1 143.8 154.1 151.2 
ted 10 Aircraft (‘27 Cl.—100).......... 1084.9 899.5 982.9 945.8 3 Liquor (‘27 Cl.—100) 1036.9 961.3 961.3 961.3 
the 7 Airlines (‘27 Cl.—100).......... 1190.5 971.2 1190.5 1159.2 F I aaissitcsccsssnesscassinccss 395.8 317.7 376.1 369.6 
4 Aluminum (‘53 Cl.—100) 256.1 191.1 254.1 256.1H 3 Mail Order ........ 178.9 159.3 174.0 172.4 
the F GRIN ec ccscicicssccosencesess-s 163.0 147.0 158.2 163.0H 4 Meat Packing 134.4 112.8 130.8 134.4H 
ate 9 Automobile Accessories ...... 346.4 308.3 343.2 346.4 5 Metal Fabr. (’53 Cl.—100).. 178.8 155.9 177.1 172.2 
100 6 Automobiles _.............. 48.9 44.3 48.0 48.0 10 Metals, Miscellaneous ........ 401.6 358.2 383.5 387.1 
yst- 4 Baking (‘26 Cl.—100 bis 29.8 27.8 29.8 29.5 OD ecusesniacnssntinciantenserse an 904.4 767.1 880.2 904.4H 
3 Business Machines ............0+. 857.5 657.4 837.5 837.5 22 Petroleum ........ 632.1 590.0 614.0 614.0 
= 6 Chemicals ......... 501.0 466.6 496.1 501.0H 22 Public Utilities .......... 249.1 234.8 244.3 246.7 
) in ME, PINE: ccencccsccesccsainccoce 19.4 14.8 17.6 18.3 7 Railroad Equipment .... ra 88.4 73.4 83.9 83.1 
1SisS 4 Communications ss 116.6 103.9 113.4 113.4 20 RING OES o..ccccsssscsreeesse me 75.2 64.7 73.2 75.2 
hat 9 Construction ........ wie 119.6 106.4 116.3 116.3 3 Sort Drinks 2.00.05... we 528.9 459.9 510.5 515.1 
50 NONE secsseccacessosssanccscesecs 718.6 675.1 689.6 689.6 11 Steel & Iron . <n i 253.1 219.2 253.1 250.9 
; 7 Copper Mining «0... 280.1 222.2 263.9 259.3 4 Sugar ....... se 68.8 56.1 65.3 65.3 
the 2 Dairy Products ....... 124.7 117.6 122.3 124.7H 2 SUPMUF  ccoccoccscovercorsesereses i 888.6 813.2 838.3 838.3 
5% 6 Department Stores 86.5 80.0 84.0 85.6 10 a 45.6 40.7 44.4 45.6 
54 5 Drugs-Eth. (‘53 Cl.—100).... 151.2 129.6 147.2 141.8 FID satessictosarnstasossasasovinss ' 161.9 148.4 158.9 158.9 
6 Elec. Eqp. (‘53 Cl.—100)...... 174.7 156.0 170.0 174.7 3 Tires & Rubber re 158.1 137.8 158.1 153.7 
ear 2 Finance Companies .............- 626.5 589.6 595.8 589.6 5 Tobacco esessessesssees ii 89.6 81.9 85.3 89.6H 
ere 6 Food Brands 300.6 266.6 300.6 298.0 2 Variety Stores 315.0 299.4 305.7 302.5 
hat 3 Food Stores 149.2 137.7 142.0 143.5 15 Unclassif’d (’49 Cl.—100).... 155.2 146.3 153.7 153.7 
— H—New High for 1955. L—New Low for 1955. 
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Trend of Commodities 





Commodity futures were generally lower in the two 
weeks ending May 2 although some commodities, like 
wheat and cotton were able to buck the downtrend. 
The Dow-Jones Commodity Futures Index lost 4.81 points 
during the period, with the decline in this average being 
enhanced by sharp breaks in cocoa and coffee. July 
wheat was unchanged during the period ending May 2 
at 194%. High winds and dust storms in the wheat areas 
that have been without adequate moisture, hurt the 
winter wheat stand but this was offset by further easing 
of international tensions. The outlook for the 1956 wheat 
support program is still unclear and the Department of 
Agriculture is weighing the feasibility of reduced sup- 
port prices coupled with higher acreage allotments. July 
corn lost 2% cents in the two weeks ending May 2 to 
close at 145%. Domestic stocks of corn in all positions 
on April 1, amounted to 2,114 million bushels, against 


1,993 million bushels a year ago. Consumption ha; 
lagged, attributable in part to lower prices for hogs and 
the consequent reduction in profits from hog feeding. 
The corn-hog ratio was down to 11.3 on April 23 versus 
17.7 a year ago. July cotton gained 39 points in the 
fortnight under review, closing at 33.89 cents. Exports 
of cotton are continuing to lose ground when compared 
to a year ago, falling to 52 thousand bales in the lates 
week versus 80,000 bales a year ago. To see the lag in 
exports in recent months, note that exports for the seo. 
son from July 1 through April 26 are now only 9% 
ahead of the corresponding period of a year earlier a; 
against the 30% year-to-year advance that exports had 
attained from July 1, 1954 through January 30 of this 
year. In the domestic cotton cloth market, business hos 
been slow although order backlogs are still at a com. 
paratively high level. 





WHOLESALE COMMODITY PRICES 























































































































































































































~ 130 
130 ALL COMMODITIES 
1947-49 — 100 
120 NON-FARM PRODUCTS 
120 
110 vw | | 
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100 “ — | 
110 
90 | 
FARM PRODUCTS | 
80 100 | ! SeEeGEna 
as rath, | | | 
70 = MUU BORRTAATGL 
AY LE 
60 | 1 90 } | | | | | 4, 
1948 1949 1950 1951 1952 1953 1954 1955 ee 
U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — 1947-1949, equals 100 
Daie 2Wks. 3Mos. 1 Yr. Dec. 6 Date 2Wks. 3Mos. 1 Yr. Dec.6 
Mav 2 Ago Ago Ago 1941 May 2 Ago Ago Ago 194] 
22 GOMOENG WTOR ociisicscecssiscocccscces 89.3 90.3 92.0 92.5 53.0 SMI  cosscssavscpaiasadascarcwornscnsbnasnchane 105.9 106.5 101.7 93.1 54.6 
PINS Bix cians ci cdunisswaparesdcnnsenninatat 85.3 87.0 90.8 102.0 46.1 PINNED. Sutivas\ nth nnaisaupidics sasuakwansitewceseabenan 85.0 85.0 86.4 86.7 56.3 
ONO osc cecasneecnanscecasssntacnce 92.1 92.5 926 86.3 58.3 Be NE I Sa ticeeccednetaviaxencneisorsceinne 66.1 67.1 69.0 74.9 554 
RAW MATERIALS SPOT INDEX COMMODITY FUTURES INDEX 
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Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1954-55 1953 1952 1951 1945 1941 1938 1937 
Hilgghy ..2-.-...ssss.- 156.9 162.2 181.2 215.4 111.7 88.9 57.7 86.6 
Oe ea 147.8 147.9 160.0 176.4 986 582 47.3 54.6 
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Average 1924-26 equals 100 


1954-55 1953 1952 1951 1945 1941 1938 1937 
NI Sisisnsensutones 183.7 166.5 192.5 2145 95.8 743 658 93.8 
BINUE  sictatvsaxsances 152.5 153.8 168.3 1748 83.6 58.7 57.5 647 
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American Viscose Corporation: in the first quar- 
ter of 1955 more than trebled its earnings, reporting 
net income of $5.9 million and $1.39 a share com- 
pared with $1.6 million or 34 cents per share a year 
earlier. This showing was ample evidence of the 
company’s progress in emerging from the sharp 
recession that had plagued the industry in recent 
years. Viscose, one of the foremost leaders in the 
textile field, and long regarded as a growth organi- 
zation, has throughout the dip in activity, continued 
its policy of expansion. In addition to its acquisi- 
tion of an interest in Ketchikan Pulp, plant improve- 
ments and extensions, the company will soon add 
100 million pounds of capacity for rayon staple to 
meet growing demand. One of the important factors 
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in the long-term outiook is Viscose’s 50% interest 
in Chemstrand, a producer of Orlon and Acrilan, 
which, after production schedules have been stepped 
up, is expected to contribute substantially to earn- 
ings in the years ahead. Based on results so far, it 
now seems likely that 1955 earnings will approxi- 
mate $4.00 per share. Should fulfillment of projected 
earning power of Chemstrand and other affiliates 
be realized, it is probable that by 1957 profits could 
range between $5.00 and $8.00 per share. 


Atlas Powder Co.: Widening activity and favor- 
able earnings trend for the next few years is antici- 
pated for this moderate sized, but firmly established 
chemical company. It is entrenched in the explosives 

field, and for years has been diver- 






































| sifying into chemical and related 
—Ts , products. Recently however, its 
Important Dividend Changes management has been aggressively 
April 20th to May 3rd interested in the increasing impor- 
= tance of new industrial chemicals. 
INCREASED DIVIDENDS STOCK DIVIDENDS (Including Stock-Splits) Sales in the past ten years have 
| — |— grown steadily from $32.1 million 
New Rate Period | Rete in 1946 to $57.6 million last year 
General Telephone Corp. ........ ae sum Kaiser Alum. & Chem. 200% for a gain of 80%, while earnings 
Panhandle Eastern Pipe Line... .75 Qu. | Grond Union Co. ....... a fort moved ahead over 135% from $1.1 
Amer. Smelt, & Refining............ MD - ciisc, | million to $2.6 million during this 
en Bn Alpha Portland Cement... 70 | period. Operations this year and 
4 © a 2) 4 ye) , , Nf - 
Carpenter Steel .................00000.. 75 ... | General Telephone ................... ; 50 oe oa cted to benefit = ‘ 
nn b apna stantially from new plants coming 
Aluminium, Utd. ...............0.. 55 ‘ne seein into production and profit margins 
Hooker Electrochemical ............ . = pee tence : should continue to improve, so that 
Federated Dept. Stores ............ 75 Qu. | Procter & Gamble oo... . $ .50 this year’s net should touch $4.20 
tin 5m “« .... beetle ana m or better, compared with the $4.06 
pee ee ee | Douglas Atreratt .............-.-seeseeseeees : earned last year and $4.03 in 1953. 
____ INITIAL DIVIDENDS ———_| Boeing Airplane .....cccscsencenen 25 On_ slightly increased sales, first 
BRE AE i he: EN 1955 quarter returns showed $1.13 
Rate —_—Period a share against $1.08 in the 1954 
Douglas Aircraft (new) ............ $ .50 Qu. IRREGULAR DIVIDENDS aa : PR hesess — 
- -_ father. ea period. Anticipating continued 
pha Portland Cement (new).. a kaeues 1b t lar iene 
ieee: Qined face as Bethlehem Steel ..............:ssssessssee $1.50 sound, but not spectacular growth, 
i oa a, , oe and providing a higher yield than 
greys EE (ROW) ....00cscc0ee 30 Qu. ence ae IN eenione aieios ae most chemical equities, the stock 
PE TEE MININNED ssssccisscecnssctennconeese Me ~ can appears interesting for possible 
Minneapolis Honeywell OMITTED DIVIDENDS long-term appreciation. 
= ere , ern — 
. RO iiaciiccicstnidiiabaccnianias 
General Dynamics (new) aa — Lone Star Cement Corp., the sec- 
Western Auto. Supply (new)....  .40 Qu. | Fedders Quigan Corp. ...............+ ond largest producer of cement in 
(Please turn to page 272) 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Owens-Illinois Glass Co. 

“As a subscriber to your magazine I 
would appreciate receiving data on 
Owens-Illinois Glass Company. I am 
interested only in good quality issues 
that are attractive to hold for the long 
term.” 

P. G., Rochester, N. Y. 

Owens-Illinois Glass is a good 
quality issue attractive to hold 
for the long term. 

Its one-third interest in Owens- 
Corning Fibre Glass Corporation 
enhances long term growth pros- 
pects. 

Owens-Illinois Glass Co. had 
earnings amounting to $23,782,- 
151 or $7.78 per share in the 12 
months ended March 31, 1955. 
This compares with earnings of 
$15,156,696 or $4.96 per share, 
for the 12 months ended March 
31, 1954. 

Sales for the recent 12 month 
period were $341,402,352 com- 
pared with $330,207,577 in the 
preceding year. 

The provision for Federal and 
other income taxes amounted to 
$23,080,046 or $7.55 per share 
compared with $16,664,527 or 
$5.45 per share on the 3,056,874 
common shares outstanding. 

The increased sales reflected 
gains made by certain glass con- 
tainer lines, table glassware and 
plywood with substantial gains 
coming from the sale of all-glass 
television bulbs manufactured by 
Kimble Glass Company, a subsid- 
iary, and metal and plastic prod- 
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ucts of O-I’s Closure & Plastics 
Division. 

For nearly two years now the 
demand for glass containers has 
continued at a high level and 


present indications are that it. 


will remain at level 
throughout 1955. 

The Board of Directors ap- 
proved appropriations for con- 
struction of new warehouses at 
the company’s plants in Clarion, 
Pennsylvania, Gas City, Indiana, 
and Glassboro, New Jersey. 

Dividends in 1954 totalled $4.00 
per share and $1.00 quarterly has 
been paid thus far in the current 
year. 


a high 


Otis Elevator Company 
“Please advise on first quarter sales 
and earnings of Otis Elevator Co. and 
also what was the outcome of the com- 
pany’s plan to move its Yonkers, N. Y. 
and Harrison, N. J. plants to the mid- 
west in order to reduce costs?” 
T. C., Lansing, Michigan 
Otis Elevator Comany’s sales 
of new elevators and service in 
the first quarter of 1955 were 
20% above those for the first 
three months of 1954, while bill- 
ings against contracts rose 15%. 
Net earnings after taxes for 
the first quarter of this year were 
$2,244,590, equal to $1.09 a share 
on 2,063,108 shares of common 
stock outstanding, compared with 
$1,940,824 or 97 cents a share for 
the same quarter in 1954. 
According to new estimates 
based on reports from 268 Otis 











field offices in the United State; 
the company’s sales in 1955 ar 
expected to be about 10% highe 
than last year’s. And a furthe 
increase in operations is antici 
pated for 1956. Otis maintenane 
sales have risen about 10% 4 
year since 1945. 

The backlog of about $71 mil- 
lion in contracts unbilled at the 
end of the first quarter of this 
year, was reported, an increas 
from the figure of $70,081,807 at 
the beginning of the year. 

For the year ended December 
31, 1954 net income was $9,622, 
844, equal to $4.72 a share based 
on 2,038,108 shares outstanding, 
compared with 1953 net incom 
of $8,652,974, equal to $4.38 per 
share based on 1,975,000 shares 
outstanding. 

Early this year the company 
faced the alternative of reducing 
costs or moving its manufactur. 
ing facilities from Yonkers, N. Y. 
and Harrison, N. J. to another lo- 
cation. It was a friendly offer on 
the part of the company to help 
the employees, several hundred of 
whom have been with the con- 
pany 25 years or more, to save 
their jobs by correcting some of 
the conditions which otherwise 
would make it uneconomical for 
the company to continue opera- 
tions in its present plants. The 
3-to-1 vote in the unionized Yon- 
kers plant in favor of accepting 
the company’s plan, which in- 
volved no reduction in wage rates 
or supplementary benefits—is ev- 
idence of their understanding of 
the validity of the company’s 
statement and sincerity of its mo- 
tives. Thus, the company is con- 
tinuing at its present plants. 

Foreign sales and service book- 
ings of elevators and escalators 
totalled $65,426,766 last year, and 
Otis’ foreign operations promise 
to increase in size and importance 
in the future. 

Dividends in 1954 which in- 
cluded extras totalled $3.1214 per 
share and $1.75 which includes 
an extra has been paid thus far 
in the current vear. —END 
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Amazing New 8 F< development 
will revolutionise aircafl navigation 


Gives position of aircraft instantly, automatically. 
and with accuracy never before attained. 


TACAN (tactical air navigation) provides both distance and 
bearing information in a single “package” about the size of 
an ordinary shoe kit. This has never been done before! 

By integration of functions, and miniaturization into one 
small unit, TACAN represents a giant stride in aircraft naviga- 
tion equipment. Add extreme accuracy, and adaptability to 
varying installation conditions such as on shipboard or for 
mobile land equipment, and you know why TACAN is described 
by military and civil aviation officials as one of the most sig- 
nificant advances in many years. 

TACAN is the result of a series of development programs 
sponsored by the U.S. Navy and the U.S. Air Force at Federal 
Telecommunication Laboratories, a division of IT&T. It is an- 
other of the outstanding [T&T research and engineering “firsts,” 
and major contributions to safer, more dependable flying. INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION 
67 Broad Street, New York 4, N. Y. 





A light, simple, comprehensive TACAN airborne unit 
can be made available for private flying. 
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Are We Merely Sustaining 
—or— Building Consumer 
Buying Power? 





(Continued from page 219) 


A substantial part of the services 
total consists of housing outlays, 
and here too both the level of debt 
and the level of physical stocks 
owned by consumers has reached 
at least a normal stage of develop- 
ment. In textiles, however, and to 
a lesser extent in food, real con- 
sumption by individuals is still 
relatively low. This is particu- 
larly true of men’s apparel, where 
annual expenditures are now far 
below the levels suggested by pre- 
war experience. 

General business can thus count 
on a flexible, balanced expansion 
of consumer spending over the 
next half-decade that will con- 
tinue to raise the individual 
standard of living. At the same 
time, population growth will im- 
part, by itself, an upward tilt of 
about 2% per year to the total 
market, and this tilt will be ampli- 
fied, within the next 10 years, by 
a sharp expansion in the rate of 
marriage and family formation. 
(This spurt will reflect the fact 
that the huge number of babies 
born in the early postwar years 
will then be reaching marriage- 
able age.) The consumer market 
suggested by all these trends is 
certainly one which will necessi- 
tate continuing and relatively 
rapid expansion of national in- 
dustrial capacity, if consumers 
are to be served in the style to 
which they are progressively be- 
coming accustomed. One cannot 
conclude this survey into the 
trend of consumer expenditures 
without referring to the vital 
part which the consumer is play- 
ing in the creation, development 
and promotion of an endless se- 
ries of new products. Demands of 
consumers for these products are 
insatiable. Hence, manufacturers 
are compelled to anticipate these 
ever-growing needs. This, in turn, 
obliges them to expand research 
activities, to improve old plants 
and lay down new ones, and to 
introduce new equipment with 
which the new products are to 
be manufactured and brought to 
market. Thus manufacturer, dis- 
tributor and consumer form part 
of an endless chain, each support- 
ing the other in an ever more rap- 
id movement. —END 
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Foreign Competition 
Menaces Industry and Labor 





(Continued from page 223) 


pursue a reciprocal policy in ad- 
justing tariff rates and trade re- 
strictions. They are presumed to 
make adjustments to favor the 
United States in return for favors 
granted them. In actual practice, 
according to the testimony be- 
fore Congressional Committees 
and statements in House and Sen- 
ate, the United States is the only 
country which lives up to prom- 
ises made. 

This result arises in two ways. 
In some cases certain commodities 
we might desire to import at some 
reciprocally adjusted rate will not 
be in supply when we want it. 
Sometimes it will go to some other 
country only to be shipped here 
ultimately after two or three or 
more brokers and shippers have 
handled it and taken each his 
profit. Probably of greater impor- 
tance in defeating any advantage 
to the United States, is the prac- 
tice of currency juggling. On this 
point Senator Malone of Nevada 
told the Senate: “No country has 
yet lived up to its agreement sim- 
ply because ten seconds after the 
ink has dried on such an agree- 


ment, the foreign country can es. 
tablish, and almost always does, a} 
new price for its currency for the 
particular product or else it es. 
tablishes exchange or import per. 
mits which entirely nullify the 
arrangement. The foreign coun. 
try makes no attempt to live up to 
its agreement. It does not every 
pretend to do so.” 

It would be well to place ip 
juxtaposition to Senator Malone, 
statement one made by Alger Hiss 
as a witness before the Senate 
Committee on Finance when this 
same issue was up for renewal be. 
fore. Mr. Hiss was chairman of 
the executive committee of the 
Citizens Committee for Recipro- 
cal World Trade but previously he 
had been a high official of the 
Department of State and it was 
in that capacity that, as he said: 
“it was largely because of our 
initiative in pursuing this policy 
(the favoring of foreign nations) 
that we have been able to move 
from the Atlantic Charter to the 
United Nations, from bilateral 
trade agreements to the General 
Agreement on Tariffs and Trade.” 

That is, Mr. Hiss emphasizei 
that it is only by pursuance of 4 
policy of letting down the bars 
to foreign nations that the United 
States has been able to create the 
United Nations which, in turn, 


(Please turn to page 258) 

















Commodity 1 
Agricultural: 


Cocoa or cacao beans 


Grains and preparations 
Other foodstuffs 
Crude rubber 


Paper and paper materials . 
Petroleum and products 
Textile manufactures ..... 
Machinery and vehicles 
Sawmill products .......... 
Chemical and related products..... 


Other nonagricultural 
Class 
Agricultural 
Nonagricultural 

Total 


Leading Import Commodities 


(In millions of dollars) 


SINT i uh uhpcadsncse yonsksavacababiicdoksskencesonabbasnssies 
gab cavcsonsonbasctbucdepnsanvevesie 
I ch crasieiesinennciswnnnoesinecing 


Wool, unmanufactured .............cccccccccecseeeeeee 
Other agricultural 
Nonagricultural: 
Nonferrous metals and ferroalloys............ 
Aluminum and bauxite .............0cceceee 





Fish, including shellfish. ...................:..s0s00 
Iron and steel-mill products...................... 


1952 1953 1954 

Meaucaaencianes 1,376 1,469 1,486 

Ssipensbanesisen 416 425 409 

picapeeekeogeiens 178 167 252 

peceseswnaceutan 159 172 180 

siadinesyeheasane 166 169 93 

penenavenwssoces 673 695 685 

REO er 618 332 262 

saceansmciienseaces 382 296 222 

eeccnanmeaaabies 551 460 381 

coaumasspbacsonss 1,563 1,662 1,390 

Ser ere 86 183 143 

411 433 361 

298 271 184 

113 136 155 

208 116 122 

151 101 89 

928 937 926 

692 762 828 

513 464 440 

354 353 359 

222 236 252 

cone 244 293 249 

peneapeepnceciased 181 194 209 

Raiukatuisctateusd 213 255 121 

sscnevacseseseoase 1,319 1,438 1,487 

sughbbabenkaheaon 4,519 4,185 3,970 
dieeseccaanunene 6,229 6,594 6,261 | 

boaseusinden 10,747 10,779 10,231 








1 Data are imports for consumption. 
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|The big canning season is under way 


From coast to coast, America’s canneries are packing foods in 


tin cans at the precise moment of freshness and perfect taste 








ALABAMA Snap beans, okra 
ARKANSAS Spinach 
CALIFORNIA Cherries, artichokes, 
asparagus, beets, peas, spinach, 

lemons, mackerel, tuna 

DELAWARE Asparagus 


FLORIDA Oranges, snap beans, grapefruit, 
tomatoes, shrimp 


GEORGIA Asparagus, snap beans, okra, 

shrimp 
ILLINOIS Asparagus 
INDIANA Asparagus 
IOWA Asparagus 
KENTUCKY Spinach 


LOUISIANA Figs, snap beans, okra, shrimp 
MAINE 
MARYLAND 


Clams, cod, sardines 


Asparagus, kraut, spinach, 
herring, oysters 











HERE IS THE SPRING 


COAST-TO-COAST 
CANNING PICTURE 


(Areas in black indicate where canneries are operating) 


MASSACHUSETTS 
MICHIGAN 


Cod 


Kraut, asparagus, spinach 


MISSISSIPPI Figs, snap beans, okra, shrimp 
MISSOURI Spinach 
MONTANA Kraut 
NEW JERSEY Rhubarb, spinach 
NEW YORK Kraut, asparagus 
OHIO Asparagus, kraut 
OKLAHOMA Spinach 
OREGON Asparagus, kraut, rhubarb, 
clams, salmon 

SOUTH CAROLINA Asparagus 
TEXAS Figs, grapefruit, carrots, shrimp 
UTAH Kraut 
VIRGINIA Asparagus, spinach, herring 
WASHINGTON Asparagus, kraut, 
rhubarb, clams, oysters, salmon 

WISCONSIN Asparagus, kraut, rhubarb 


Meat, milk and pickles are canned year round. 








he big season is starting now. 

At this very moment, a 
wide variety of food is being 
rushed to canneries in 29 
states. And more and more canneries 
will be in action very soon. 

In fact, as the new harvest season 
continues, approximately 4,500 can- 
neries in just about every corner of 
the United States and all its territories 
will be packing more than 400 differ- 
ent kinds of food. 

And wherever this food is packed, 
much of it is going into cans made 
of Weirite tin plate, a product of 
National Steel. 





Why it’s important to you 
It is estimated that about 50 per cent 
of our food supply is preserved in tin 
cans. And there are many reasons. 
Actually, the so-called tin can is 99 
per cent steel, coated with tin to make 
it highly resistant to corrosion. 


Because its strength is steel—one of 
the toughest metals there is—the tin 
can is sturdy. It is compact, adding 
only the tiniest fraction of an inch to 
the dimensions of its contents. 

The tin can is sanitary, too. It is 
hermetically sealed, and used only 
once. And it is economical—it saves 
greatly in automatic canning, ship- 
ping weight and storage space. 


National’s role 


National Steel is a leading supplier of 
both hot-dipped and electrolytic tin 
plate. Its Weirton Steel Company is 
one of the largest producers of the 
kind of tin plate needed for the more 
than 35 billion cans made every year. 

National Steel’s research and tech- 
nical men work closely with their 





NATIONAL STEEL 





customers from coast to coast, to make 
not only the finest tin plate, but also 
many other kinds of steel for the 
products of American industry. 

It is our constant goal to produce 
still better and better steel—America’s 
great bargain metal—of the quality 
and in the quantity wanted, when it is 
wanted, at the lowest possible cost to 
our customers. 





SEVEN GREAT DIVISIONS 
WELDED INTO ONE COMPLETE 
STEEL-MAKING STRUCTURE 


Great Lakes Steel Corporation « Weirton 
Steel Company ¢ Hanna Iron Ore Company 
¢ Stran-Steel Division « National Steel 
Products Company ¢ The Hanna Furnace 
Corporation « National Mines Corporation 











CORPORATION 





GRANT BUILDING 





PITTSBURGH, PA. 
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has made a tool out of the United 
States. 

It should be stressed, perhaps, 
at this point, that, in nine secret 
tariff treaty agreements, under 
the auspices of Gatt, tariff cuts 
have been put into effect on more 
than 55,000 items of foreign man- 
ufacture now admitted to the 
American market! 

In the same company is to be 
found Harry Dexter White who, 
as Assistant Secretary of the 
Treasury, recommended that the 
United States should not seek to 
export or even to use at home 
many important materials includ- 
ing petroleum, manganese, tung- 
sten and others but should not 
only make arrangements under 
GATT to import them but should 
lend immense sums to foreign 
countries to enable them to pro- 
duce and ship these materials. It 
is true that, in some cases, it 
might have been advisable to im- 
port rare critical materials, not 
produced here for our stockpile. 
But the recommendation was 
more general than that. Among 
the specific recommendations of 
Mr. White was one that $10 bil- 
lion be advanced to Soviet Russia! 


A Provision that is Likely 
to Prove Meaningless 


The Senate Committee on 
Finance has brought in a report 
recommending renewal of the 
Trade Agreements Act for an- 
other three years. Responsive to 
heavy pressures from American 
industry the Committee has in- 
deed agreed to a provision that 
the President shall reduce im- 
ports from foreign nations in cer- 
tain categories if it appears to 
him that such imports threaten 
our national security.This is in 
lieu of various amendments pro- 
posed specifically granting protec- 
tion against specific commodities. 

The difficulty of this provision 
appears to be that there may be 
the widest possible disagreement 
on what imports should be re- 
duced and what constitutes a 
threat to national security. It is a 
foregone conclusion that the in- 
cumbent President, General Eis- 
enhower, and his advisers, will 
look upon this matter through 
military rather than commercial 
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and industrial eyes. They will re- 
gard the whole question in the 
light of products vital to the mili- 
tary rather than in the light of 
the invasion of American mar- 
kets. The almost inevitable result 
is that the provision will prove 
meaningless so far as protection 
of American industries is con- 
concerned. 

In the last two years the num- 
ber of areas classified as dis- 
tressed by the Department of 
Labor because of mounting unem- 
ployment has increased from 37 
to 144. It is not here asserted that 
the Nation is immediately threat- 
ened with a severe depression be- 
cause of widespread unemploy- 
ment because the country is so 
vast and so diversified that the 
weakness of many areas can be 
absorbed in the general strength. 
Yet continued operation of the 
GATT arrangement conceivably 
could so far extend distress that 
the most serious consequences 
might be entailed. 

An examination of these dis- 
tressed areas, of the industries in- 
volved reveals that in many if 
not most cases the difficulty can 
be traced to lack of tariff protec- 
tion, to a steady and augmenting 
stream of foreign goods, produced 
at wages which in this country 
would be condemned as of a crim- 
inally sweatshop character. It is 
not merely a traveller’s tale but 
is literally true that goods made 
for wages of 15 to 19 cents an 
hour are brought in without tariff 
protection to compete in our home 
market with goods made at a 
wage cost of $1.50 and well above. 
And at the moment the most furi- 
ous efforts are being made to in- 
crease the minimum wage to 
$1.25 while still admitting the 15 
cents an hour goods! 


A Bewildering Puzzle 


Sometimes the student must be- 
come wholly bewildered at the 
puzzle presented by the combina- 
tion of politicial and economic 
elements boiling together in the 
national crucible. The only pos- 
sible way in which American in- 
dustry has been able to maintain 
a semblance of competition in the 
face of the political policies of 
several Administrations favor- 
able to almost unlimited admis- 
sion of foreign goods has been 
through advances in technology. 
Only thus has the American wage 
scale, the protection of American 
investors and the American stand- 
ard of living been maintained. 

Yet today, organized labor, or 


the advantages of automation, 
crying that science is displacing 


workers. True, another segment{’ 


of labor is willing for automation 
to proceed if labor be given all or 
more than all the profits there. 
from through payment of a guar. 
anteed annual wage! It does not 
require much study to show that 
much of this difficulty would have 
been obviated had a reasonable 
protective tariff been retained! 
It would not have been necessary 
to move the robot in had the cus. 
toms collector remained at the 
ports of entry. 

The natural evolution of a 
sound tariff policy is for each na. 
tion to work out its own salvation 
and when, whether as a result of 
competitive or non-competitive 
goods, something approaching 
comparable standards of living 
are achieved, free trade follows 
almost automatically. 

After the First World War 
there was, for a while, much agi- 
tation about the debts of the Al. 
lies. Ten billions or so was owed, 
a far greater sum in those days 
than now and, at first, some re- 
funding agreements were reached, 
some repayments made. But it 
soon was realized that one of the 
worst things that could happen to 
the country would be to accept 
repayment of the debts in goods 
which would put our own labor 
out of employment. Yet now and 
for some years past, the Admin- 
istrations have been willing to 
follow the very course which then 
was recognized as suicidal. It ap- 
pears to be the tenet now that it 
is better for the American stand- 
ard of living to be lowered so long 
as that of parts of the world most 
Americans have never heard of is 
raised! 

Beneath all the discussions lies 
the issue of whether the Presi- 
dent should have the authority to 
fix tariffs. The Constitution 
charges the Congress with that 
responsibility and there is the 
gravest question as to whether 
the function can be delegated. 
There is pending now in the Fed- 
eral Court for the District of Co- 
lumbia a case which challenges 
the Constitutionality of the Trade 
Agreements Act and the GATT 
organization. It is conceivable 
that the whole thing will fall to 
the ground as did the National 
Recovery Administration when 
the Supreme Court ruled its codes 
invalid. But, in the meantime, 
Congress is on the eve of extend- 
ing the entire free trade system 
for another three years! ——-END 
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result of SALES | $1,813,516,636 | $1,751,819,708 
petitive 
Oaching Income from dividends, 
P living interest and other sources | 226,002 283,199 
follows {| =~ T 
lows Cost of merchandise—paid out 
] W to farmers and other suppliers 
ch » 4 of goods and expended for 
he “AL manufacturing and warehousing | 1,531,502,208 | 1,484,147,500 
aon Total operating and adminis- 
" ays trative expenses, other charges | 
: oh re. and provision for income | 
= ‘ and excess profits taxes 268,256,659 253,410,675 
] de 
f the NET INCOME 13,983,771 14,544,732 
en to 
Ccept Dividends to preferred 
‘Oods stockholders 1,915,397 1,914,418 
abor 
and Net Profit applicable to 
nin- common stock 12,068,374 12,630,314 
4. NET PROFIT PER SHARE OF 
a COMMON STOCK based on 
t average number of shares 
nd- outstanding during the year 3.52 4.31 
ng Dividends to common 
. stockholders 8,336,264 7,090,916 
Ss 
Dividends per share to common 
es stockholders 2.40 2.40 
1- 
0 Number of new stores opened 
n during the year aa 16 
t 
2 Number of stores closed 
during the year 83 71 
Number of stores in operation 
at end of year 1,998 2,037 
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Quick Facts: 


Safeway set a new sales record in 1954. Total net 
sales showed an increase of $61,696,928 over 
1953. 

Due to the Company’s decision to meet trading 
stamp: competition head-on throughout its operat- 
ing territory, net profit was slightly less than 
earned in 1953. 

All of the Company’s 4%% Convertible Pre- 
ferred Stock was called for redemption April 1, 
1954. All outstanding Convertible Preferred was 
converted into common stock. 

April 21, the Company issued and sold 267,000 
shares of new 4.30% Convertible Preferred Stock. 
Proceeds from the sale were applied on short term 
bank loans. 

Uninterrupted cash dividends have been paid 
on all outstanding shares of Safeway’s common 
and preferred stocks since the Company’s incor- 
poration in 1926. 

1954 was impressive from the standpoint of 
Safeway’s construction program. 44 new retail 
stores, 39 in the United States and 5 in Canada 
were completed. 

74. retail stores were under construction and 
should be completed by July, 1955. Plans and 
specifications were prepared or in the process of 
preparation for 94 retail stores. These stores 
should be in operation before the end of 1955. 

Excellent relations existed between Safeway, its 
employees and their union representatives during 
1954. No serious labor controversies or work stop- 
pages took place during the year and none existed 
at the year end. 

Liberal group insurance, retirement and profit- 
sharing programs are available to Safeway em- 


ployees. 
Tingen DD Lire don? 
é. \ President 


















Hopeful Outlook For 
Economic Progress in Spain 





(Continued from page 229) 


of the Civil War: from market 
disorganization, heavy losses of 
livestock and equipment, and a 
long period of fertilizer shortage. 
Even in good postwar years the 
area under cultivation and the 
volume of farm production barely 
equaled the pre-Civil war levels. 

There are, in addition, many 
fundamental problems besetting 
the Spanish farmer. Much of the 
soil is poor and exhausted. Farm- 
ing methods are outdated, pro- 
ductive lands overcropped, and a 
large part of the agricultural 
force under-employed. Two years 
ago it was reported that Spain 
had only about 20,000 tractors, 
and most of these were anti- 
quated. In general, production 
costs are high and Spain experi- 
ences difficulty in marketing her 


agricultural exports. 

The number one problem of 
the Spanish economy is to raise 
the productivity of the farmer, 
not only so as to provide food for 
the rapidly increasing population, 
but to build up the purchasing 
power of the farmer so that he 
can buy products of Spanish in- 
dustry. Larger agricultural pro- 
duction, particularly of wheat, is 
also bound to save foreign ex- 
change. 

The Franco regime has not 
been blind to the needs of Spanish 
agriculture. Shortages of equip- 
ment and fertilizers are being 
slowly overcome by imports and 
domestic production. The Govern- 
ment is active in extending irri- 
gation works and in land con- 
servation through reforestation. 
Some 250,000 acres are at present 
being planted with trees annually. 
Farmers are also being resettled 
on more suitable land and the 
farm credit system is being con- 
tinually developed and extended. 
In general, however, land reform 
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has progressed slowly and _ thgcess 
number of landless workers stijgnoun4 
exceeds 5,000,000 in a populatigghich, 
approaching 29,000,000. ad 7 
ock, 
Trade with the United States pwners 

With 



















It goes without saying that thpntury 
military-economic cooperation bepterv@ 
tween Spain and the Unitepars. 
States is bound to be reflected jg 2 £0 
closer trade ties. The Unitejp29, < 
States usually exports more thagas ™ 
she imports from Spain. As wilftion 4 
be seen from the accompanyingt Juné 
table, our 1954 exports to Spainpade © 
come to almost $100 million with} At t! 
machinery and equipment, cotton the ! 
and grain products accountingpined 
for the bulk. Our principal im{pnts, 
ports from Spain consists ofgroken 
olives and olive oil, wolfram orgttions 
(tungsten), mercury, zinc, anipech 0! 
cork. Most of these are ratherpitren 
specialized products, and in thepe sto 
case of olives and olive oil, Spaingl*4, 
must compete not only with pro-fince | 
ducers in California, but also withfr Jul 
Italy and other Mediterranean poved 
countries whose production costs§2 At 
usually run somewhat lower. rom 

Spain’s natural customers for §!*/ 1 
citrus fruit, early vegetables, and pver! 
some nonferrous metals are the Dy. 
Western Europeans. The rising Pg © 
standard of living on the Con-growt 
tinent is a good omen for Spanish fiVis¢ 
exports which rank as semi-lux-2 t 
uries and are usually sensitive fitbe 
to market conditions. Although fal « 
Great Britain continues to be the Fowe’ 
leading market for Spanish fility 
products, Germany has _ pushed prese 
up to second place, displacing fioll: 
the United States and France. phic 
Germany is also showing interest 
in Spain’s industrial development 
and Spaniards are repeating a 
story told about a Spanish firm 
which sent out an inquiry on 
certain equipment to France, the 
United States, and Germany.}-— 
According to the story, there was 
no reply at all from France. The 
American firm sent a catalog. But 
from Germany came a wire: “The § 
machine has been landed in Spain. 
Where should we install it?” 

—END 
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General Electric—lIts 
Long-Range Strategy 





(Continued from page 244) 





of $880.3 million in current assets. [te 
That sum exceeded current liabil- ["% 
ities of $556.5 million, leaving [*& 
$323.7 million as working capital. }'" 
As of December 31, 1954, GE’s 
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nd thgcess of assets over liabilities 
rs stigmounted to $1 billion 23 million 
ulatigghich, inasmuch as the company 
nd no funded debt nor preferred 
ock, represented total share 
yners’ investment. 

Within the last quarter of a 
lat thpntury, GE has split its stock at 
ion beptervals of approximately 14 
Unitaars. In 1926, the split-up was 
sted ign a four-for-one basis. Again in 
Unite29, another four-for-one split 
e thagas made, and the most recent 
\s wijtion along these lines took place 
inying June, 1954, when a split was 
Spainpade on a three-for-one basis. 

1 withf At the present time dividends 
otton jn the new shares are being main- 
inting ined at a quarterly rate of 40 
il iments, thus continuing an un- 
ts ofproken record of dividend distri- 
m orgetions in varying amounts in 
, andch of the last 56 years. At the 
‘athergurrent rate of dividend payment 
n thegne stock, selling in the market at 
Spain§l34, returns a yield of 3.0%. 
1 pro-fince the most recent stock split 
y within June of last year, the issue 
uneangoved up from around 37% to 
cost;gn August, 1954 high of 5654 
. rom which level it reacted to 
s for#l34, in October of that year, re- 
, and pvering to a 1955 to date high of 
e thep 4. Investors capable of gaug- 
‘ising PZ General Electric’s long range 
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Con-growth potentials would be well 
anish Bivised to allow their investments 
i-lux- {2 this issue to remain undis- 
sitive Frbed. Those contemplating ini- 
ough fal commitments in the stock, 
e the fowever, might await the possi- 
nish Pility of a further reaction from 
ished Present price level, or adopt a 
icing Fiollar averaging” method to 
ance. Which GE appears ideally suited. 
erest —END 
ment 

, Why Over-Conservatism 
- onf in Managment Attracts 

_ the Financial Raiding 

any. 

The (Continued from Page 221) 
But Bidividuals concerned were less 
The fiterested in the future of the big 
ain. Petailer than in promo‘ ing a finan- 
oul ial empire of their own. Some 


‘alidity to this contention was 
ven in the fact that the chief pro- 
agonist, a comparatively young 
man, had been busying himself 
mainly in the building up of a 
‘$200 million empire” starting 
) with just a Florida junkshop. 
Tactics of the Avery faction in 
the recent proxy fight in attack- 
ing the motives of the chief pro- 
lagonist in the historic struggle 
Were quite effective. The insinua- 
(Please turn to page 262) 


MAY 14, 1955 













this singular 





need paint 


“Poa y 


BEe 
mis 


-” 






dow 
a new concept in roof deck... 
from BORG-WARNER engineering 





How much will your new building cost . . . after it’s up? Will ceiling 
and roof maintenance dribble dollars down the drain? 


Not if you plan ahead for Ingersoll aluminum or porcelain enameled 
roof deck. The ceiling side of these new modular panels never needs 
paint. Never causes maintenance tie-ups. Never subtracts a dime from 
profits. And you have a ceiling that looks beautiful, improves illumina- 
tion, assures ideal accessory and utility accommodation 


The result of intensive research by Borg-Warner’s subsidiary, Reflectal 
Corporation . . . Ingersoll roof deck is amazingly easy to install. Full- 
floating, it expands or contracts with weather changes, and has high 
load-bearing capacity. 


The aluminum panels reflect radiant heat, cut insulation costs. The 
porcelain panels are especially corrosion-resistant. Whichever type your 
new plant needs . . . one thing is sure. Ingersoll roof deck will satisfy you. 
Borg-Warner’s guiding principle . . . “Design it better—make it better” 
. . . guarantees that. 


BA engineering makes it work BM production makes it available 


| ican benefit da 
mag ome 185 products mode ty BORG- WARNER 


ceiling will NEVER 





PRODUCTION 


THESE UNITS FORM BORG-WARNER, Executive Offices, Chicago: ATKINS SAW © BORG & BECK « BORG- 
WARNER INTERNATIONAL © BORG-WARNER, LTD. © BORG-WARNER SERVICE PARTS © CALUMET STEEL ¢ DETROIT 
GEAR ¢ FRANKLIN STEEL ¢ HYDRALINE PRODUCTS © INGERSOLL CONDITIONED AIR © INGERSOLL KALAMAZOO 
INGERSOLL PRODUCTS ¢ INGERSOLL STEEL ¢ LONG MANUFACTURING @¢ LONG MANUFACTURING CO., LTD. e MARBON 
CHEMICAL ¢ MARVEL-SCHEBLER PRODUCTS ¢ MECHANICS UNIVERSAL JOINT © MORSE CHAIN © MORSE CHAIN OF 
CANADA, LTD. © NORGE @ PESCO PRODUCTS © REFLECTAL CORP. © ROCKFORD CLUTCH © SPRING DIVISION 
WARNER AUTOMOTIVE PARTS ¢ WARNER GEAR @ WARNER GEAR CO., LTD. © WAUSAU « WESTON HYDRAULICS, LTO. 
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During the last five years, Armco 
and other large steel companies 
invested millions of dollars de- 
veloping new iron ore fields 
along the rim of the Arctic 
Circle. First shipments of rich 
ore have been delivered to the 
partners in this staggering feat. 
With over 400 million tons of 
ore already proved—some as 
high as 67% iron—the invest- 

ment is beginning to pay off. 
Opening the ore fields near 
Knob Lake, Labrador, required 
the largest civilian airlift in his- 
tory. It required 357 miles of 
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First shipment of iron ore from Labrador 
arrives at one of Armco's blast furnaces 





Rich new Labrador fields yield 
first shipments of iron ore 


new railway through a frozen 
wilderness of mountains and 
swamp. It called for about 8000 
men who ate more than 10 tons 
of food each day. And winter 
temperatures, during the five 
years of construction, often 
dropped to 60 below zero. 


In accepting the challenge of 
this big job, Armco and other 
steel companies once again 
demonstrated their faith in the 
future. And bringing the task 
to successful completion demon- 
strated the skills and experience 
that justified their confidence. 


Cae? ARMCO STEEL CORPORATION 


MIDDLETOWN, OHIO 


SHEFFIELD STEEL DIVISION » ARMCO DRAINAGE & METAL PRODUCTS, INC. +» THE ARMCO INTERNATIONAL CORPORATION 

















PHELPS DODGE 
CORPORATION 


The Board of Directors has 
declared a second-quarter 
dividend of Sixty-five Cents 
(65¢) per share on the capital 
stock of this Corporation, 
payable June 10, 1955 to 
stockholders of record May 
23, 1955. 


M. W. URQUHART, 
Treasurer. 


May 4, 1955 
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intends to do. 


Tito’s Promised Land 
By ALEX N. DRAGNICH 


For the many Americans who wonder 
just how good an ally Tito is, this book 
does much to erase the question mark 
which Yugoslavia has become. How 
Communism came to Yugoslavia, what 
it is doing to the country and what it 
Professor Dragnich’s 
story is the first to be written by an 
American. It is an eyewitness account, 
during several years of residence in 
Yugoslavia and on conversations with 
thousands of Yugoslavs both in and 
out of Tito’s government. 
Rutgers 
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in Managment Attractshasur 

Financial Raiding = jod sté 
Mr. V 
(Continued from page 261) ‘amg 


tion, very difficult for Mr. Weight b 
son to disprove, was that if Mogfontgo 
gomery Ward got into his han@rn, ho 
the company might lose its idgple to 
tity, so to speak, and become jys not 
a part of the “Wolfson empingim tl 
It was also asseverated that \grning 
Wolfson had his eyes on the $i view 
million government bond cacgmpan 
some of which it was allegais ass 
would come in handy in buildigfell las 
his empire. This was an insinggrning 
tion Apparently borne out by trent! 
fact that the companies represemperic 
ing his principal acquisitions, hg that 
very healthy cash positions. Mqaim — 
ritt-Chapman & Scott, for jgmew! 
stance, had $3.8 million in cag The 
and net working capital of sligixamp! 
ly more than $7 million. Devoe§ be t 
Raynolds’ current assets includgp use. 
$6.7 million in cash and U. nt, 1 
Government obligations and’ jjom 
net working capital amounted ie an 
$16.1 million. New York Shigpotho' 
building, another one of his agery < 
quisitions, had cash amounting ie 2V 
$5.1 million which in itself wapmpa 
approximately $1.6 milliogere 
greater than total current liabijjome 
ties, while net working capitgght \ 
amounted to $15.3 million. Agming 
parently, these impressive finampithir 
cial positions had attracted tiga be 
keen eye of young Mr. Wolfsomlls 
It is obvious that the Montgomir co: 
ery Ward fight could never haypth — 
arisen had the Avery grougtess! 
changed their ultra-conservatiwpana 
policy, even as late as severgpons 
years ago. But, they could ng@irou 
agree, with the result that thegre ‘ 
exposed themselves to attack frogmtur 
the outside. 
Still, it is clear that Mr. Wol 
son’s criticism of Mr. Avery 
overly conservative policies we 
based largely on hindsight. Afteg Alt 
the end of World War II, mang : 
thought that a depression was impork 
evitable so that Mr. Avery wi | 
by no means alone in his pessimisg"2 
tic estimate. But, having takemro 
this stand, his policies were log#’ < 
cal in their development since, #Pl0u 
he believed a depression was comp" 
ing, it was clearly his duty t@ t] 
protect the stockholders by mainfim 
taining as strong financial pos 
tion as possible. In this, at leas y« 
he succeeded mightily. Now thagim: 
the stockholders finally backegrou 
him up by a vote of confidenc##s 
the possibilities are strengthenee | 
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at a More progressive manage- 
esti. [ent policy will be followed, in 
atisi pursuit of which, the ample 
FQctshasury obviously will stand in 
ig od stead. 
Mr. Wolfson, of course, denied 
261) fe charge that he was interested 
any possible advantages that 
r. Wdfight be gained through the huge 
if Mo—ontgomery Ward treasury. In 
s han§jrn, however, he proved vulner- 
its idgple to the criticism that there 
me jys not much justification for his 
-mpingaim that he could improve the 
hat Warnings position of the company 
he $38 view of the fact that the four 
i cacdgmpanies controlled by him and 
alleg&is associates did not fare too 
Duildigfell last year so far as their own 
insingarnings were concerned. Ap- 
, by tprently, all of these companies 
oreseyperienced declines in earnings 
ns, hy that period. This rendered his 
is. Manim to managerial superiority 
for jpmewhat less than convincing. 
in cai The moral of this fascinating 
* slighkample of corporate strife seems 
Yevoe be that if management refuses 
ncluda use its facilities to the full ex- 
— U, gt, it is apt to invite trouble 
and’ jom outside sources which may 
nted je an opportunity for gaining a 
- Shigpothold. Such prospect can be 
his agery alluring to outsiders when 
iting te available cash resources of a 
1f wayompany are as tempting as they 
1illigfere in this case. But the out- 
liabijjome of the Montgomery Ward 
itaaght will be constructive in loos- 
ming the latent creative forces 
amithin the company. Finally, it 
an be said with some justice, that 
his particular type of struggle 
or control could not have occurred 
with respect to the actively pro- 
essive concerns in this country. 
imanagements of such organiza- 
ins have taken good care, 
rough sound policy, to see they 
t thre safe from attacks of this 
k fromature. 


Wolf An Aftermath of the 
very N. Y. Central Fight 


S Wi 
Afteg Although there were no seeth- 
mammg surface indications of New 
ras impork Central stockholder unrest 
y wat the time Mr. R. R. Young be- 
simi@n his proxy fight to gain con- 
takegtol of the road, his reputation 
> logs a railroad revitalizer was 
ice, tough to gain him _ sufficient 
;compockholder proxies, in addition 
ty tg those he controlled, to make 
maimlm victorious over the William 
posi’. White group. It is now nearly 
leas year since Mr. Young seated 
 thifimself as Board Chairman and 
acke@rought in Mr. Alfred E. Perlman 
lenc#s Central’s new President. 

nenee (Please turn to page 264) 
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Record first-quarter 
(ividends reviewed 


A record $1,671,249,360 in 
cash dividends —highest in his- 
tory—were paid out during the 
first quarter of 1955 to owners 
of common stocks listed on the 
New York Stock Exchange. Ac- 
cording to THE EXCHANGE 
Magazine — official publication 
of the New York Stock Exchange 
— this is 9.4% higher than the 
amount paid by the same com- 
panies in the first quarter of last 
year, and the 13th year in a row 
that first-quarter dividends in- 
creased over those of the previ- 
ous year. Just released, the full 
details—which industries showed 
increased dividends, which 
showed decreased dividends — 
will be found in the May issue 
of THE EXCHANGE Maga- 
zine, out today. 


Also in the May issue are many 
other important and highly in- 
formative articles suchas... 


How bright is the electronics 
industry’s future? According 
to the president and chairman 
of Sylvania Electronics, it’s the 
fastest-growing industry in the 








EXCHANGE 


PUBLISHED BY THE NEW YORK STOCK EXCHANC 


Name 


world! Get the record of the 
industry’s success and its pre- 
dicted future growth. Also the 
possibility of electronic homes, 
cars, kitchens and military 
weapons. 

Does plowing profits back 
into a company affect the 
price of its stock? The market 
prices of 30 prominent com- 
panies—some of which put a 
large portion of profits back into 
the company, and some of 
which paid out most of the 
profits in dividends—are com- 
pared, and some eye-opening 
facts are revealed. 

What are big life insurance 
companies buying? Today the 
portfolios of life insurance com- 
panies contain important hold- 
ings of common stocks. What 
did five big companies own at 
the year’s end? 

THE EXCHANGE Maga- 
zine is a pocket-sized monthly 
magazine published for new in- 
vestors and experts alike. Full of 
down-to-earth articles by com- 
pany presidents, financial au- 
thorities and other well-known 
people, it’s a magazine no in- 
vestor should be without. Send 
in the coupon below with a dol- 
lar and receive the next 12 issues 
of THE EXCHANGE Maga- 
zine. Not sold on newsstands. 


THE EXCHANGE Magazine, Dept. D2 
11 Wall Street, New York 5, New York 


Enclosed is $1 (check, cash, money order). Please send 
me the next 12 issues of THE EXCHANGE Magazine. 
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Record Co 


Address. 
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Common and Preferred Dividend Notice 
April 28, 1955 
The Board of Directors of the Company has declared 
the following quarterly dividends, all payable on 
June 1, 1955, to stockholders of record at close of 
i business May 10, 1955: 
Amount 
Security per Share 
Preferred Stock, 5.50% First Preferred Series $1.37%4 
Preferred Stock, 4.75°% Convertible Series. . . .$1.18% 
Preferred Stock, 4.50°/ Convertible Series $1.12Y%, 
Common Stock : oe $0.35 


a 


ecretary 


TEXAS EASTERN O Jransmission (Coyporalion 


SHREVEPORT, LOUISIANA 
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i, 
CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company has 
declared a quarterly dividend of fifty cents ($.50) per 
share on its $10 par value Common stock, payable June 
13, 1955, to stockholders of record at the close of business 
May 12, 1955. 


AA 


ERLE G. CHRISTIAN, Secretary | 


} 
RICHFIELD 
Adtvidend notice 
The Board of Directors, at a meeting held April 21, 1955, 


declared a regular quarterly dividend of 75 cents per share 















on stock of this Corporation for the second quarter of the 
calendar year 1955, payable June 15, 1955, to stockholders 
of record at the close of business May 13, 1955. 


Cleve B. Bonner, Secretary 


RICHFIELD 


Owl Corporation 











Executive Offices: 555 South Flower Street, Los Angeles 17, California 








CONTINENTAL CONTINENTAL 
CEC CAN COMPANY, Inc. oe CAN COMPANY, inc. 











A regular quarterly dividend of ni - 
a ae ee ene mat pen three and Woneaeester conte (8.9358) 
aun Gan an tis Pe dn e poe per share on the $3.75 cumulative pre- 
Gulesea pasette 3 oy is. 1955, “—. ferred stock of this Company has been 
stockhol ins Gf Yecord Ak the clone of declared payable July 1, 1955, to stock- 


holders of record at the close of busi- 
usiness May 25, 1955. ness June 15, 1955. 


LOREN R. DODSON, Secretary. LOREN R. DODSON, Secretary. 
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Financial Raiding Fiticism 
compa 

Continued from page 26 istory 0 
f one tthe be 


Together with their associatefol indu 
these men have done a good jofred ma 
in a relatively short time. Out relyil 
standing among new manage putatic 
ment’s achievements was_ thigard thi 
conversion of 1954 first half-yeaging. St 
deficit of $6.7 million to a nefertain 
income of $9.2 million for th@iling t 
year. The road’s cash positionfRey usu 
including temporary investments{mpossik 
stood at $59.9 million at the belbore cc 
ginning of 1954, but by June o@BP, in 
that year had sunk to $32.9 millition, h 
lion. Through decisive action t@hg 1954 
control expenses, the company'gillion, 
cash position before the yeagptal as 
ended had been brought up t@uding 
$62.4 million. Obviously, nevworking 
management, in so short a timeftting 
has gotten off to a good start. BBP a 

Nevertheless, it came as somegn amt 
thing of a shock in mid-Aprilffuilde1 
1955, to have Mr. Young as It wo 
stockholders at the coming annualtat the 
meeting to approve a resolutiothg for 
whereby Central would reimburs@iggard 
him and associates actually tharning 
Alleghany Corp. in full for theigbubtec 
expenses incurred in the 195Mme v 
proxy battle. The sum involvegore tl 
amounts to about $1,308,000. Thigttyone 
request by Mr. Young representgetly « 
an about-face of his attitude ag@nage 
the time the contest was takingfS 2¥ 
place when he said stockholderg*tib 
should not be called upon to pajg’* Ve 
candidates’ expenses in board con 97 2 
tests. Another shift by Mr. Young ay 
in less than a year’s time is hi . ™ 
advocating rejection of a resolu disp 
tion to establish cumulative vot... 4. 
ing for the election of director tho 
This stand is in contrast to hit, p+, 
previous position when he siailhhares 
cumulative voting for directorppro: 
was a right that could not Df Re 
justifiably denied to stockholdersftrano 
Such flexibility in managemeliif ma: 
policy can cause a good deal Olftsear 
eyebrow-lifting among stockholdthuisiti 
ers. the de 

new 

The Struggle for kdvan 
Niles-Bement-Pond Control cru: 
Roly \ 

This is another of the morfolder 
recent “battle of proxies”. Itweal 
climax came early last monlfourt 
when at NBP’s annual stockholdfuesti 
ers’ meeting, protagonist L. Dpf th 
Silberstein emerged  victorl0U{Ment, 
over management, winning cole (j 
trol by a vote of 473,941 to 306 a 
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4, In this contest, no charge 
as leveled at management for 
: conservatism, ultra or other- 
ise. The gist of Silberstein’s 
riticism was Niles-Bement-Pond, 
company that could trace its 
istory over 95 years and had one 
tthe best names in the machine 
»l industry, was being run by a 
d jogred management. He accused it 
Ou relying too much on NBP’s 
nageputation and not enough on for- 
th@ard thinking and forward plan- 
-yeaging. Such charges are almost 
1 nfertain to win converts who are 
r th@illing to believe them, being, as 
itionfey usually are, ambiguous and 
1entympossible to disprove. Something 
e bemore concrete is the fact that 
ne omBP, in addition to its fine repu- 
) miltion, had cut its bank loans dur- 
on tag 1954 from $6.4 million to $6.2 
any'@illion, and closed the year with 
yeagptal assets of $45.2 million, in- 
ip t@uding $3.6 million cash, and net 
newmorking capital of $21.5 million. 
timefutting all this together made 
rt. BBP a tempting proposition for 
omega ambitious industrial empire 
A prilfuilder’’. 
; aii It would appear from one angle 
nnuamat the old management was ask- 
utio=ig for trouble because of its 
burs@iggardly distribution of net 
y thrnings to stockholders. Un- 
theigoubtedly, among these were 
195#me who were disgruntled and 
olve#more than willing to join up with 
Thigtyone who promised more, di- 
senteectly or by implication. The old 
de ageanagement apparently sensed or 
aking’’s aware of stockholder unrest, 
Idergestributing $2.55 in dividends 
0 pa ist vear. out of net earnings of 
leon)’ a.share. This is in contrast 
Toung the $1.50 a share in dividends 
s higtid in 1952 when net earnings 
asolult ounted to $5.20 a share. Such 
<a i display of generosity came too 
ian hte, especially when management 
5 his ther weakened its position by 
~ “2S proposal to exchange 600,000 
Salfhares of NBP unissued stock for 
ectolyproximately one million shares 
ot Df Bell Aircraft. Here was a 
Ideriitrange move, especially in view 
melihf management’s exnenditures on 
al difsearch and development, ac- 
cholifnuisition of new product lines and 
he develonment of imnroved and 
lew products. Regardless of the 
rlvantages, if any. that might 
rol Ftcrue, the nroposal unauestion- 
Ely won Silberstein more stock- 
mor@older support. He blocked the 
’, Ityfeal through legal action, the 
nonWourt holding that a “substantial 
choléfuestion exists as to the legality 
L. Dbf the contract.” NBP’s manage- 
srioment, it seems, unwittingly played 
306 (Please turn to page 271) 
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All prices subject to change 


As far as common stocks go—that’s always been true. 


But recently we’ve noticed that a good many people, who are 
buying stocks for the first time, seem to think prices only change 


in one direction—up. 


And that isn’t true. 


Stocks never were and never will be just a one way road to riches. 


There’s always some risk in any form of investment—and that 
includes common stocks, too. The risk that there may come a time 


when you're forced to sell at a loss. 


So if you’re just buying stocks today, in the hope of a quick 
profit tomorrow, remember that the problem of sound selection 
always increases with a general rise in prices . . . that a seasoned 
appraisal of all the available facts becomes more and more 


important. 


And when it comes to that, you may find our Research Depart- 


ment of service. 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 106 Cities 














LOSSES LOOM ON STOCKS 
NOW SCORING ADVANCES 


Special Babson “Switch” Bulletin 
Advises What to Sell and Buy 


Popular demand for some of the 
best-known stocks has pushed 
their prices beyond their value. 
Equally good stocks have been 
neglected since 1946. They’re 
good bargains at their current 
low prices. 


70 Stocks Listed 


This Special “Switch” Bulletin 
lists 50 stocks on which Babson’s 
clients have been advised to take 
their profits. It also lists 20 
“bargain” stocks of high quality 
having tess risk and_ better 
futures. The ‘“‘buy”’ list — based 
on up-to-the-minute research — 
covers stocks for income, capital 
gain, growth and speculation. 


Facts Dictate Moves 


The advice contained in this 
bulletin gives you the benefit of 
Babson’s 50-years’ experience in 
guarding investors’ gains through 
5 booms, 5 panics, 10 administra- 
tions and 2 world wars. . . cover- 
ing periods when the gains of 
years were lost in weeks. This bul- 
letin will be particularly valuable 
to investors whose experience has 
been confined to the present 11- 
year bull market. 


Yours for Only $1.00 


For only $1.00 — to cover cost 
of preparation and mailing — 
you get this chance to check your 
judgment against the advice of 
Babson’s over 100 trained invest- 
ment personnel. Write: 


BABSON’S REPORTS Dept M-G, Wellesley Hills 82, Mass. 

















What First Quarter 
Earnings Reveal 





(Continued from page 230) 


and home furnishings. 

In the following, we present 
comments on the first quarter 
earnings of several of the more 
important companies which have 
issued their reports for the period. 


ALLIS CHALMERS MFG. CO. 
Net income for the first quarter 
of 1955 was $5.9 million, com- 
pared with approximately $5.6 
million for the corresponding pe- 
riod of 1954. On a per share basis, 
the comparison was not so favor- 
able owing to an increase of about 
500,000 shares in the common 
stock arising from acquisitions 
and conversions of preferred 
stock. On the common stock capi- 
talization outstanding during the 
March quarter, 3,795,151 shares 
earnings were $1.47 a share, com- 
pared with $1.68 a share on the 
3,276,001 shares outstanding in 
the March period of 1954. Fea- 
tures of the report were the in- 
crease in net sales billed in the 
comparable periods of from 
$123.6 million to $126.3 million. 
At the same time, there was a 
substantial shrinkage in unfilled 
orders of from $173 million to 
$136 million. Apparently, the 
same trend of declining defense 
production which marked 1954 
has continued on into 1955. The 
two recent acquisitions, Gleaner 
Harvester Corp. and the Baker 
Manufacturing Corp. will add 
both to backlog and sales in the 
present year, partially compen- 
sating, at least, for the loss of 
defense business. The company is 
aggressively pushing its expan- 
sion and promotion programs 
and, according to official state- 
ments, it is possible that sales will 
attain levels comparable to those 
of 1954. On the basis of earnings 
shown in the first quarter, it 
seems quite in order to project 
per share earnings for the full 
year at between $6 and $7, at a 
minimum, on the larger number 
of outstanding shares. The $4 div- 
idend is well covered and could be 
increased in one form or another 
before the end of the year. 


NATIONAL LEAD CO. This 
company turned in an excellent 
first quarter report. Sales were 
up 19% over the corresponding 
period of 1954, and net income 
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25% higher. Figures for sales and 
net income are as follows: $119.4 
million against $100.6 million; 
and net income, $10 million, 
against $8 million. This was 
equivalent to 84 cents a share 
compared with 57 cents a share 
for the same period last year. In- 
crease in sales was due to higher 
demand for new products and the 
higher dollar value reflected in- 
creased physical volume. Demand 
for products varied. Thus, it is 
indicated that sales of mixed 
paints, lead pigments and fabri- 
cated metal products were higher, 
principally due to the high level of 
construction activities. Sales of 
the Doehler-Jarvis division were 
undoubtedly aided by the in- 
creased tempo in automobile man- 
ufacture. It is probable that con- 
tinued progress has been made in 
the titanium division. On the 
other hand, the level of produc- 
tion for railroad purposes is in 
need of improvement. The com- 
pany has expanded its efforts in 
the atomic energy field. Of par- 
ticular interest for the future are 
operations in titanium through 
the Titanium Metals Corp., owned 
jointly with Alleghany Ludlum 
Steel Corp.; nickel, through the 
Nickel Processing Co. of which 
National Lead owns the majority 
stock interest; the new product, 
Rubarite (Rubarite, Inc.), owned 
jointly with Goodyear Tire & 
Rubber Co. and Bird & Son, Inc.; 
and, of course, atomic energy de- 
velopments in which this company 
is active in connection with the 
Atomic Energy Commission on 
various projects. Last year, the 
company earned $3.05 a share. 
Based on first quarter returns and 
the generally satisfactory outlook 
for sales in the balance of the 
year, earnings for 1955 could well 
approach $3.50 a share. With the 
present regular dividend at 50 
cents quarterly, or $2 annually, it 
should be possible to duplicate the 
extra of 30 cents a share paid at 
the end of last year. This would 
bring total dividends up to $2.30 
a share, compared with $2.10 in 
1954. 


ALUMINUM CO. OF AMER- 
ICA. Both sales and net income 
increased substantially in the 
March quarter, as compared with 
the corresponding period last 
year. Sales jumped from $163.1 
million to $197.7 million and net 
income rose from $8.3 million to 
$17.4 million. This was equivalent 
to an increase of from 78 cents a 
share to $1.63 a share, or a gain 
of more than 100%. Higher prices 


posted last summer and increase, 
again in the early part of thi 
year have afforded the compangk 
a satisfactory price basis. Thigh 
has resulted in a sharp increagoar, 
in the operating ratio and, heng 
accounts for the unusual increag 
in per share earnings. It is under: 
stood that a good deal of never sha 
business originates from nevi) 33 vs 
products. Exterior surfacing dhe inc 
both old and new structures withBicher 
aluminum in distinctive colors igfiom M 
contributing substantially to thi, refie 
rise in operating revenues. Thiiok fo 
100% stock dividend will take effimpan 
fect May 10, with the when-issueifbredit 
stock selling at about 55, equivatiank. I 
lent to 110 on the old stock. A newiions a: 
cash dividend rate of 25 cents afije air. 
share has been established on theBjctric 
new stock. This is equivalent tihecessa 
50 cents quarterly on the olifhess in 
stock, on which the cash dividend, ord: 
was 40 cents a share, prior to thecline 
split. Apparently, ALCOA ithhe enc 
headed for a banner earnings just 
year. On the basis of first quarteihis ds 
earnings, as reported, and the sat-Byods. 
isfactory outlook, it would not blkis on 
unreasonable to expect earninggquipn 
of $3-$3.25 a share on the newfors, li 
stock. for CO 
pwer 
NAT’L DAIRY PRODUCTSfncrea: 
CORP... . Sales, net profits andjbf the 
earnings per share rose moder-§ing to 
ately during the first quarter offfthe co 
1955, as compared with the cor-fashar 
responding period last year. Salesfiomm<¢ 
were about $3 million higher aMivide 
$302 million for the quarter; neflast y 
profits rose from $7.4 million tofi) cen 
$8.4 million. Per share earnings§regula 
went up from 55 cents a share infantici| 
the March quarter of 1954 to 6fextra 
cents a share in the similar perio | 
this year. Practically all division,§_ EA 
including foreign operations, are Por 
expanding. Demand for the com-piarcl 
pany’s products has increased it lion a 
England, Canada and Australia. prres 
The company states that largerp?rofit 
plant facilities will be required ingtte 1) 
Germany. At home, higher def’ sh 
mand for basic products—Kraftprrofit 
cheese, milk and ice cream—hap!4.6 
compelled the management nillio 
construct new plants, four offs ' 
which have been completed ant share 
some of the others already under share 
construction. Last year, the com-p)®ar. 
pany earned $2.77 a share on thep?” 1 
split stock (2-for-1). A rise toptand 
about $3 a share is seen for 1955)dend, 
The present dividend is 40 cents}*4rn! 
quarterly which could be supple sales 
mented by an extra according to logra 
the satisfactory earnings pros~as | 
pects for 1955. ant 


some 
WORTHINGTON CORP. . . }*2si 
THE MAGAZINE OF WALL STREENMAY 





reg 
f thi 
mpany 
{ 
Creag 
henee 
under. 
E ne 
new 
Ng of 
S with 
lors ig 
to the 


ke ef. 
issued 
quiva 
A new 
ants 9 
on the 
ant ty 
e old 
‘idend 
to the 

is 
nings 
larter 
e sat- 
0t be 
nings 
- new 


JCTS 
$ and 
oder: 
er of 
» COr- 
Sales 
er at 
; ne 
on to 
nings 
re in 
to 62 
eriod 
s1ons, 
» are 
com: 
ad in 
ralia. 
urger 
ed in 
de 
raft 
—has 
t to 
r of 
and 
nder 
com: 
1 the 
e to 
955. 
ents 
yple- 
g to 
yr 0s- 


asisles for the quarter are not 


iven but net income was $1,818,- 
87, compared with $1,782,590 in 
he corresponding period last 
sar, Despite the increase in net 
nd because of the larger com- 
non stock capitalization—1.3 mil- 
ion shares against 1.08 million— 
vr share earnings were lower, at 
1.33 vs $1.54. Foreign operations 

increasing in response to 
igher demand for production 
om Mexico, Germany and Italy. 
n reflection of the stronger out- 


Theok for foreign operations, the 


pmpany has secured a $4 million 
redit from the Export-Import 
unk. Important domestic opera- 
fons are related to expansion in 
he air-conditioning field; also in 
lectric control devices. It will be 
yecessary to build up new busi- 
yess in these and other branches 
» order to compensate for the 
fecline in unfilled orders which at 
he end of the year was reported 
ut just under $50 million. Much of 
his decrease occurred in heavy 
nods. However, increased empha- 
is on sales of air-conditioning 
quipment, pumps and compres- 
wrs, liquid meters and equipment 
for construction and mechanical 
bower transmission is expected to 
merease the backlog by the end 
of the year. In any event, accord- 
ing to the first quarter returns, 
he company should earn over $5 
ashare this year on the increased 
ommon stock outstanding. The 
lividend is 50 cents quarterly. 
last year, a year-end dividend of 
i) cents a share supplemented the 
regular payment. On the basis of 
anticipated earnings, a similar 
extra could be paid this year. 


EASTMAN KODAK CO.... 
Por the twelve weeks ended 
March 20, sales were $149.1 mil- 
lion against $131.8 million in the 
corresponding period of 1954. Net 
profit rise of 20% compared with 
the 15% rise in sales, indicating 
4 sharply enlarged operating 
profit margin. Net profits were 
$14.6 million compared with $12.2 
million for the same period. Earn- 
Ings were equivalent to 84 cents a 
share compared with 70 cents a 
share in the March period last 


year. In the second quarter, the 


)% increase in common stock out- 
standing, after the stock divi- 
dend, will tend to dilute per share 


earnings proportionately. While 


sales of basic products, as in pho- 


tographic equipment of all kinds, 


as been satisfactory, the impor- 
ant chemical division has lagged 
omewhat but, in view of the ex- 


Jal pensive preparations to speed up 
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development of various new 
branches of the chemical field, 
notably polyethylene, a consider- 
able rise in such products is an- 
ticipated. Furthermore, very im- 
portant progress is being made in 
foreign operations. Net additions 
to property are very substantial 
and have shown a tendency to 
rise in each year since 1951. Last 
year’s earnings were $3.99 a 
share. It is expected that this 
year’s earnings will approach $5 
a share. 





How Long Can Boom 
in Steels Continue? 





(Continued from page 235) 


working at peak efficiency. Such 
starting-up costs have been very 
substantial in recent years. At the 
moment they are low, because not 
many new major installations 
have recently come into produc- 
tion. Pittsburgh Steel and Alle- 
gheny Ludlum are still working 
hard to speed up newly installed 
rolling mills, but these compa- 
nies are the exception, rather 
than the rule. 

Scrap costs remain relatively 
low compared with 1952 and 
1953 and the steel mills have 
large inventories of scrap, so that 
it is not likely that their profits 
will be pinched from this source 
for the rest of this year. A recent 
slight dip in scrap prices proba- 
bly reflects record breaking fabri- 
cation of steel by metal users 
whose operations generate scrap, 
although it may also indicate that 
steel operations are approaching 
their peak for the year, and the 
demand for scrap may ease a little 
during the Summer. 


Dividend Outlook 


The earnings of steel companies 
in the first half will be running 
at least 50 per cent better than in 
the same period of last year. 
Earnings may be able to make an 
equally favorable comparison dur- 
ing the second half of the year. 
Since profits have risen sharply, 
many steel companies have taken 
action to increase the stockhold- 
ers’ return, and further dividend 
increases will probably be an- 
nounced by other companies in 
the months to come. 

In several cases—notably U. S. 
Steel, Republic and Armco—the 
dividend boosts have been at- 

(Please turn to page 268) 








DIVIDEND NOTICE 


The Board of Directors of the 
Fairchild Engine and Airplane 
Corporation declared a dividend 
of 25 cents ($.25) per common 
share, payable June 1, 1955, to 
stockholders of record, May 16, 


1955. 
Richard S. Boutelle 


President 


a 


ENGINE AND AIRPLANE CORPORATION 


AIRCHILD 


HAGERSTOWN, MARYLAND 


— 


THE TEXAS COMPANY 
211th 


Consecutive Dividend 








A regular quarterly dividend of 
seventy-five cents (75¢) per share 
on the Capital Stock of the Com- 
pany has been declared this day, 
payable on June 10, 1955, to stock- 
holders of record at the close of 
business on May 6, 1955. 

The stock transfer books will re- 
main open. 

S. T. CrossLanp 


April 26, 1955 Vice President & Treasurer 

















llied 
hemical 























Quarterly dividend No. 137 of 
Seventy-five Cents ($.75) per 
share has been declared on 
the Common Stock of Allied 
Chemical & Dye Corporation, 
payable June 10, 1955 to 
stockholders of record at the 
close of business May 13, 
1955. 

W. C. KING, Secretary 


April 26, 1955. 














BOOK MANUSCRIPTS 
INVITED 


If you are looking for a publisher, send for our 
free, illustrated booklet titled To the Author in 
Search of a Publisher. It tells how we can publish, 
promote and distribute your book, as we have done 
tor hundreds of other writers. All subjects con- 
sidered. New authors welcomed. Write today for 
Booklet WF. It’s free. 


VANTAGE PRESS, Inc. 


120 W. 31 St., N. Y. 1 
In Calif., 6253 Hollywood Bivd., Hollywood 28 
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How Long Can Boom 
in Steels Continue? 





(Continued from page 267) 


tended by stock splits, and it 
would not be surprising if several 
other companies would do the 
same. Bethlehem Steel has been 
studying a possible stock split, but 
action will certainly be deferred 
until the proposed issue of con- 
vertible debentures is floated. The 
declaration of extra or increased 
dividends in January and Febru- 
ary was a bit contra-seasonal, 
since most industries wait until 
the second half to make larger 
distributions. But the upturn in 
steel operations and earnings last 
year came a little too late to be 
reflected in more liberal dividend 
payments for 1954. And when it 
became evident that the recovery 
would carry through well into 
1955, directors of major steel 
companies felt there was no rea- 
son to wait until the end of the 
year to improve the return of 
the shareholders. In some cases, 
these early extras and increased 
dividends may be supplemented in 
the final quarter by year-end ex- 
tras, if the trend of the steel busi- 
ness remains favorable until the 
final months. 

The working capital positions 
of U.S. Steel, Bethlehem and sev- 
eral other steel companies have 
been reinforced by financing and 
this is a factor which is making 
possible more generous dividend 
payments. U. S. Steel floated a 
$300 million issue of debentures, 
to replenish working capital, 
which had been reduced since 
1950 by the expansion program 
of over $1 billion. This company 
now has working capital of close 
to $800 million—more than ever 
before. 

Similarly, Bethlehem proposes 
an issue of $191 million of con- 
vertible debentures—a highly 
popular type of offering. If this 
issue goes over well, as is now 
indicated, it may set the pattern 
for other steel companies which 
have dipped heavily into their 
liquid assets or have borrowed 
money to finance construction, 
and which are proposing further 
investments in the years to come. 

The steel industry has come to 
the fore as a dynamic growth in- 
dustry. To its increased glamor, 
resulting from its depression-re- 
sisting performance last year, the 
major steel companies are now 
adding the prestige that comes 
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with aggressive expansion plans 
for the future. 

Leaders of the industry are 
convinced that within 15 years, 
steel capacity will have to be in- 
creased by 50 to 60 per cent, 
bringing the total to 180 to 200 
million tons a year. This is ex- 
pected to result merely from con- 
tinuation of the long term trends 
in per capita steel use, as well as 
from the growth of population 
and gross national product. 

Steel executives feel that their 
stocks are by no means over- 
priced, when they sell, as at pres- 
ent, for around the book value. 
For this book value represents 
vast assets whose replacement at 
current price levels would cost at 
least twice as much as the figure 
at which they are carried. It costs 
nearly $300 a ton, for example, 
to build brand new steel capacity, 
although older plants can be ex- 
panded at a rate about one-third 
of that level. 

If steel operations remain at 
close to capacity levels for the 
rest of this year, it is likely that 
a new wave of plant expansion 
will be mapped, about two years 
earlier than it had been thought 
this would be necessary. But the 
demand for steel has been so dy- 
namic that such expansion may 
have to be accelerated. Already, 
there are signs this year of expan- 
sion plans being approved which 
had not been thought imminent a 
year ago. 

Armco, for example, has under- 
taken a $60 million program 
since the beginning of this year. 
It will entail adding substantially 
to open hearth capacity, because 
this company has been operating 
at full capacity not only during 
times when the rest of the indus- 
try is active, but even during long 
stretches of the recession of 1954. 
Further basic expansion on the 
Atlantic seaboard, in the Chicago 
area and in the Southwest also 
appears to be in the cards for the 
next year or two. 

The industry is actually going 
to spend this year 10 to 20 per 
cent more than the $800 million 
projected for new investments at 
the start of the year. This en- 
largement of the program has re- 
sulted from the improvement of 
the business outlook. But these in- 
vestments should not impair the 
expectations of shareholders for 
improved returns on their invest- 
ments, for the working capital po- 
sitions of the steel companies is 
strong. Furthermore, the im- 
proved price administration pol- 


icy of the steel industry makes j 
possible for the producers to re, 
ize a fair return on any new jy 
vestments. The industry hy 
broken the restrictive cycle of th 
1940’s, when higher wage cost 
often were not adequately offsg 
by price increases. Now it is abld 
to get back enough in price rij 

to pay for any rise in costs, an 
also to add on a fair margin fy 
the retirement of any debts cop 
tracted in connection with plan} 
expansion. 

The new price administratig 
policy of the industry is partic 
larly important in coping wit 
any recession. The major pn 
ducer, U. S. Steel, two years ag 
made it plain that it will mee 
promptly any price cuts whic 
are instituted by its competitor 
Under those conditions, the ip. 
centive for cutting prices to at 
tract orders has been destroyed) 

The labor problems of the ip: 
dustry are vastly improved, as ¢ 
result of the good relationship 
built up with David McDonald 
President of the United Sted 
Workers. A strike this year 
the wage question does not seen 
in the cards. 

Moreover, the annual wage de. 
mand which is troubling the aut 
industry is not scheduled to bk 
made on the steel industry this 
year, on the word of Mr. McDon- 
ald himself. 

From the short range stané- 
point, the steel companies seem it 
much stronger shape after with- 
standing the recession of last year 
so well. From the long range viev- 
point, the industry appears to be 
entitled to a better standing asé 
growth industry. It has acquired 
a lower break even point and in- 
creased stability in earnings, # 
a result of increased diversifice 
tion of its output in lightweight 
steels used in consumer goods it- 
dustries. —EN) 
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improved facilities to increas 


operating efficiency and raise prey 
ductive capacity. To keep pati 


323 8 < 
mitme 
year’s 
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stock 


with the promising outlook fap have | 
the paper industry, Mead’s planyProxir 


will continue to require substan 


day’s 


tial funds for investment each? tot 





year. Since 1946 to the close jmeant 
1954, its capital expenditures imyear | 
connection with its program havy'2com 


amounted to almost $61 million 
Part of this sum has been raisé 
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es through issuance of 414% notes 
a 


and 150,000 shares of $50 par 
430% preferred stock, the lat- 
ter issue being created in 1954. 
f thaThe balance of total expenditures 
costfunder the program was obtained 
\fisifrom internally generated funds, 
abifincluding retained earnings over 
risithe nine year period to the end of 
angi954 of approximately $25.3 mil- 
1 foflion out of total net earnings of 
congs40.5 million. 

Dlanf Despite the retention of this 
sum to be put back into the busi- 
ness, Mead, in 1947, raised the 
ticueash dividend on its common stock 
withfio $1.55 annually from $1.15 paid 
proin the preceding year. The rate 
Sagmwas again raised to $2 in 1948, 
meeffollowed by 1949 distributions to- 
vhicifitaling $1.50 a share, increasing to 
torsf$2.20 in 1950, plus a payment of 
> in825% in stock. Since then, in addi- 
0 ation to cash dividends, common 
yedBshareowners have received stock 
e infdividends of 2% in 1952, 214% 
asin 1953, this latter payment in 
shipistock being duplicated last year, 
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naljfsupplementing total cash divi- 
Steclfdends of $1.65 a share. Net earn- 







r 0 
Seen 


ings for the year of $5.8 million 
were equal to $4.62 a common 
share, as compared with 1953 net 


e defiof $5.4 million, or $4.41 a share, 
autiithe 1954 improvement being 
0 bffachieved notwithstanding the ad- 


thiffjustment in general business con- 
Donfiditions in that year following the 
peak levels of early 1953. The in- 
creased demand which set in dur- 
ing the latter part of 1954 and 
continuing through the 1955 first 
qarter presages substantially 
larger sales and earnings for 
Mead in the current year. 
as} ~The company entered 1955 in a 
UreBygood financial position with net 
d itfworking capital of $22.7 million. 
S, Since 1946 its net plant account 
ificeBhas grown from $23.9 million to 
eight! $49.2 million and common share- 
S IMfowners’ equity has increased from 
-ENBS20.8 million to $55.2 million at 
the end of 1954. 

In 1950 when Mead paid the 
25% stock dividend, the common 
stock ranged between a high of 
823% and a low of 1434. A com- 
mitment in 100 shares even at the 
reat Year’s highest price level would 
pre shave involved $3,237. Through 
pact stock dividends the 100 shares 
- fophave increased up to now to ap- 
plang Proximately 134 shares that at to- 
stan) (ay’s market price of 6314, have 
eac4 total value of $8,509. In the 
se op Meantime, cash dividends in every 
og impYear have afforded a substantial 
havaiicome which on the basis of cur- 
liongtent $2 annual dividend returns a 
risefVield of 8.2% on the original in- 
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vestment. 


American Stores Co., operating 
1,076 retail units is one of the 
larger service grocery stores and 
self-service supermarket chains. 
In the postwar period, it has been 
carrying out an extensive pro- 
gram of improvement and expan- 
sion, involving construction of 
new warehouses, additions to 
bakery facilities, and reducing the 
number of service stores and 
older-type self-service stores, re- 
placing these with supermarkets 
of the most modern design. Many 
of these new units have been lo- 
cated in shopping centers and 
others have been constructed as 
individual units with parking fa- 
cilities exclusively for American 
Stores customers. Since the end 
of World War II to the close of 
the fiscal year ended April 3, 1954, 
expenditures for plant and equip- 
ment totaled $58.7 million. Part of 
this sum was provided through 
borrowings totaling $25 million 
from the Metropolitan Life In- 
surance Co. on notes maturing 
August 1, 1967, and by use of re- 
tained earnings and other inter- 
nally generated funds. 

Sales in 53-week 1954 fiscal 
year were at a record high of 
$603.7 million. This was an in- 
crease of $61.7 million over the 
52-week 1953 fiscal year, and al- 
though Federal and state income 
taxes of slightly more than $8 mil- 
lion were up approximately $3 
million over 1953, net earnings 
of $7.4 million, the highest in the 
company’s history, equaled $5.45 
a common share, the only capital 
stock issue. In the previous year, 
net amounted to a little better 
than $5 million or $3.90 a share. 
On the basis of sales of $611.7 mil- 
lion for the 12 months to the end 
of March, 1955, compared with 
$593.7 million for the like period 
of the preceding year, it is evi- 
dent that American Stores set 
new records in the fiscal year 
ended April 2, 1955. 

Cash dividends which were in- 
creased from $1.20 annually to 
$1.75 in 1947, were again in- 
creased to $2.00 in 1951, this 
higher rate being maintained 
through subsequent years, includ- 
ing 1955 to date. Cash payments 
last year were supplemented by a 
5% stock dividend and a similar 
distribution in stock was made 
April 1, 1955. American Stores, 
currently priced at 51 is selling to 
yield 3.9% on the regular cash 
dividend of $2.00 annually. This 
yield, of course, is substantially 


STAUFFER CHEMICAL 


COMPANY 
DIVIDEND NOTICE 


The Board of Directors has declared 
a dividend of 3714¢ per share on the 
common stock payable June 1, 1955 
to stockholders of record at the close 
of business May 18, 1955 


Christian deDampierre 
Treasurer 








it COMPANY 


One-Hundred and Thirty-Fourth 
Consecutive Quarterly Dividend 


A quarterly dividend of 50 cents per 
share on the Capital Stock of the 
Company will be paid June 10, 1955 
to stockholders of record at the close 
of business May 16, 1955 


RODNEY A. COVER 
Vice-President—Finance 








Amenrican-Standatrd 


PREFERRED DIVIDEND 
COMMON DIVIDEND 






A quarterly dividend of $1.75 per share 
on the Preferred Stock has been de- 
clared, payable June 1, 1955 to 
stockholders of record at the close of 
business on May 24, 1955. 

A quarterly dividend of 32 cents per 
share on the Common Stock has been 
declared, payable June 24, 1955 to 
stockholders of record at the close of 
business on June 3, 1955 

/Qusn AMERICAN RADIATOR & STANDARD 
Ps SANITARY CORPORATION 


| 
“ FRANK J. BERBERICH 
Secretary 
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NATIONAL DISTILLERS 


cus UCT o 
PRODUCTS vy oN 


CORPORATION MUD; 


Pon Ve 
DIVIDEND NOTICE 





The Board of Directors has de- 
clared a quarterly dividend of 
25c per share on the outstanding 
Common Stock, payable on June 
1, 1955, to stockholders of record 
on May 11, 1955. The transfer 
books will not close. 


PAUL C. JAMESON 
April 28, 1955 


Treasurer 











augmented by recent stock divi- 
dends, the possible continuation of 
which adds to the attractiveness 
of this good-grade defensive issue. 

—END 


269 








1955 Prospects for Autos— 
Accessories—tTires 





(Continued from page 241) 


Studebaker-Packard has en- 
deavored to translate distribution 
economies into profits for the 
units. Use of interchangeable 
parts and tooling equipment is 
less practical in this concern than 
for American Motors. One of the 
management’s objectives is being 
attained, however, in concentra- 
tion on fewer models. Packard 
products are being made for the 
so-called luxury trade and Stude- 
baker cars for lower-priced mar- 
kets. Dealer organizations are 
being combined in areas where 
better results can be achieved. In 
the longer term, however, it seems 
likely that attempts will be made 
to consolidate manufacturing op- 
erations. 


Outlook for Accessory Companies 


Prospects for accessory manu- 
facturers are less satisfactory on 
balance than for motor car mak- 
ers, but some companies which 
experienced dismal results in 1954 
are destined to show decided 
gains. In general, competition has 
grown increasingly keen amongst 
suppliers as automobile producers 
have “shopped around” for con- 
cessions on major components. 
The threat by major manufactur- 
ers to enlarge production of their 
own accessories poses another 
problem, and this worry has been 
accentuated by the suggestion 
that motor car manufacturers 
may undertake production of 
parts if they are compelled to 
adopt the guaranteed annual wage 
theory. It has been suggested, in 
this connection, that motor car 
plants could be utilized in change- 
over periods for producing essen- 
tial parts that otherwise would be 
purchased on the outside and that 
employees could be transferred 
from motor car assembly lines 
temporarily to production of 
wheels, bumpers, frames, carbu- 
retors and other components. 

Among accessory companies 
which are participating in Chrys- 
ler’s recovery are Electric Auto- 
Lite, Motor Products, Midland 
Steel Products, Universal Prod- 
ucts, Arvin Industries and prob- 
ably many others. Borg-Warner is 
feeling the benefit of the wide- 
spread adoption of automatic 
transmissions, of which Ford is 
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a major customer. Electric Stor- 
age Battery is reported to have 
felt the benefit of a rise in demand 
for original equipment batteries. 
In general, mixed financial results 
are likely to be shown in the ac- 
cessory group with outstanding 
recoveries offsetting moderately 
lower results in sOme cases. 


Tire and Rubber Manufacturers 


Of all the participants in the 
automotive industry’s activities, 
rubber tire manufacturers prob- 
ably are best situated at the mo- 
ment. All indications point to a 
good year for leading factors. Al- 
though original equipment volume 
is important for the large manu- 
facturers, replacement sales ac- 
count for a greater proportion of 
profits. Two developments are 
contributing to bright prospects 
for this business. Growing popu- 
larity of the tubeless tire has had 
an impact on sales. Virtually all 
casings supplies as original equip- 
ment now are tubeless tires, and 
they command a slightly wider 
profit margin than old fashioned 
tires and tubes. 

Replacement sales ordinarily 
follow closely the production 
curve of original equipment sales 
two years earlier. This means that 
replacement business for 1955 
should be substantial in adjusting 
to the excellent 1953 totals for 
new motor car sales. In addition, 
many motorists have adopted the 
practice of using snow-treads in 
winter, so that the number of 
tires in use for each car now is 
larger than formerly. Sales of 
tubeless tires to owners of used 
cars are reported increasing in 
response to vigorous promotion. 

Prospects for truck manufac- 
turers have improved recently as 
a result of the recovery in gen- 
eral industrial activity. Extension 
of highways and modernization 
of distribution channels have 
spurred dependence on_ trucks. 
The outlook for gains in sales of 
truck tires have improved cor- 
respondingly. —END 





Investment Clinic 





(Continued from page 245) 


(1) Since the program involves 
periodic investing, the investor 
should determine the sum of 
money he can reasonably expect to 
have available for investment, 
when required, under the plan. 


This means that he must hay 
from business or profession, 
more or less assured income. Sine 
younger people are not likely t 
have arrived at this point as yet, 
it is obvious that the plan is mor 
suited to those who have already 
commenced to establish satis. 
factory earning power. That 
would be individuals in thei 
thirties and, naturally, middle 
aged persons who are even better 
placed owing to their longer bug. 
ness or professional careers. “Do. 
lar-averaging”’ is not suited for 
elderly persons as their normal 
life expectancy would preclude ap 
extremely long-range investing 
program such as “dollar-averag. 
ing” involves. 

(2) Purchases should be made 
at regular intervals, monthly, 
quarterly or semi-annually. Prob. 
ably, for most individuals the 
most convenient way would be to 
make purchases on a quarterly 
basis. 

(3) Purchases should be made 
at whatever price is prevailing at 
the time the periodic purchase is 
called for. This is just as true 
when the price is high as whenit 
is low. To postpone purchases be- 
cause the prevailing price may 
seem too high would upset the 
entire plan. It must be remenm- 
bered that the value of the plan 
is that it enables the investor to 
obtain average prices over a long 
period. He is not expected to out 
guess the market. By following 
the plan explicitly, the investor, 
over a period, will average the 
cost of his purchases down. This 
spares him from the necessity of 
attempting to decide for himself 
at which price the stock should be 
bought, or at which price it should 
be left alone. Obviously, the plan 
possesses the virtue of eliminat- 
ing guesswork in selecting the 
“right” time to buy or the “right” 
price. 

(4) “Dollar-averaging” can be 
employed only in the same stock 
or stocks over a period of years. 
For that reason, only certail 
classes of stocks are suitable for 
investment, according to this 
method. These stocks, by neces 
sity, must be of high grade ané 
leaders in their field. The reasot 
for this is that the stock mus 
have a well established earning 
power, with strong finances t 
enable the companies to withstan¢ 
temporary recessions in business 
and to pay dividends regularly. 
Speculative stocks, 
normally greater degree of risk 
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ortant point. Therefore, inves- 
ors who intend to embark on this 
jan must make certain in ad- 
ance that they will limit them- 
wives only to the soundest issues. 
(5) The soundest “growth” 
ocks are best adapted to “dollar- 
veraging”. Since the basic pur- 
ose of “dollar-averaging” is to 
umulate capital over a long 
xm, the most proved class of 
tocks suited for the purpose are 
hose representing companies 
hich have the best chance of in- 
lefinite growth. 
The essential features of “dol- 
wr-averaging” have been de- 
ribed but it should be cautioned 
hat investors should not attempt 
his type of program unless fully 
nformed on the details of its 
peration and willing to abide by 
strictures. Otherwise, confu- 
sion is likely to result so that the 
nvestor who is not equipped to 
dllow such a program might do 
etter by satisfying himself with 
more flexible approach. Finally, 
should be obvious that the ful- 
ilment of the plan is dependent 
m adopting a non-emotional ap- 
roach, in which patience and 
teadfastness of purpose must 
lay an important part. 
In the accompanying table, we 
present an illustration of “dollar- 
weraging” over a 15-year period 
n Standard Oil of New Jersey 
tock. In this program, $2,000 a 
ear was invested, in addition to 
vrhich dividends were reinvested 
n the stock annually. As will be 
ven, the amounts invested in- 
reased each year, enabling pur- 
hase of an ever increasing num- 
er of shares. depending on the 
market price at the time. At the 
xpiration of the 15-year period, 
he investor would have owned the 
pressive number of 1,497 
hares (after the split-up and 
tock dividends). On this number 
if shares, the dividends now re- 
tived annually would be $8,932. 
ncluding dividends reinvested, 
he total invested in SONJ would 
ave been $60,629. The present 
alue of the shares is approxi- 
mately $149,700. —END 
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(Continued from page 247) 


want, Union Pacific, Swift, Hal- 

burton, Owens-Illinois Glass, 

itney Bowes, Republic Pictures, 
(Please turn to page 272) 
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Why Over-Conservatism 
in Management Attracts 
Financial Raiding 





(Continued from page 265) 
into Silberstein’s hands. 
Decca Records 


This was a short-lived affair, 
attracting little attention from in- 
vestors in general. Yet, it shows 
that company management may be 
exposed of attack from not only 
“outsiders” trying to get “in”, 
but from previous “insiders” at- 
tempting to get former associates 
on the inside “out’’. In this case, 
the attack came from Major G. L. 
Lloyd whose principal target ap- 
peared to be Decca’s President 
Rackmil to whom he referred as 
a “one-third part-time president”. 
This accusation might have had 
some basis in truth depending on 
how Mr. Rackmil divided his time 
between Decca and Universal Pic- 
tures, its subsidiary. Mr. Lloyd’s 
position as an attacker, however, 
was not too strong to begin with 
inasmuch as the many of the ac- 
tions taken by management were 
in a five year period during which 
he served as a director of the 
company. When the showdown 
came at the annual meeting of 
stockholders in April, 1954, 936,- 
758 shares were voted in support 
of management, overwhelming 
the opposition slate which won 
147,849 votes. 


Note: The table attached to this 
article contains a list of com- 
panies which have had an in- 
different record for the greater 
part of the post-war period. In 
the last few years, in particular 
their performance as to earnings 


and dividends has_ contrasted 
poorly with the great body of 
companies, as a whole. It is quite 
common, under these circum- 
stances, for stockholders holding 
shares in companies with this 
type of background to voice dis- 
satisfaction sooner or later. Should 
such dissatisfaction with manage- 
ment mount, it would not be sur- 
prising if management-stock- 
holder should develop. We do 
not wish to infer that this may 
but it is not unreasonable to con- 
clude that, unless their earnings 
trend is definitely reversed for the 
better, the managements will be 
called to account by stockholders, 
one way or another. —END. 
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Labor Productivity in Soviet 
and American Industry 
By WALTER GALENSON 

The continued growth of Soviet in- 
dustry depends in large part on whether 
output per man can be increased in 
the future as it has been in the past. 
Here for the first time is a careful 
analysis of how the efficiency of the 
Soviet worker measures up to that of 
his American counterpart. Industries 
considered include extractive, heavy 
manufacturing, and consumer goods. 
Much of the information comes from 
Soviet technical journals not fully ex- 
ploited before. 

Part I discusses the productivity con- 
cepts employed and the problems in- 
volved in statistical comparisons. A 
careful analysis is made of the signi- 
ficance and the limitations of the 
productivity concept, of Soviet statis- 
tics and their comparability with 
American statistics. 

The industries are presented in Part 
II, with figures on productivity in the 
two countries. Separate chapters de- 
scribe coal mining, iron-ore mining, 
crude oil and natural gas, iron and 
steel, machinery, cotton textile manu- 
facturing, shoe manufacturing, and 
beet sugar processing. 

In the last part, the author sum- 
marizes and evaluates his findings and 
speculates on the future trends im 
Soviet productivity. He says, for in- 
stance, “Even if Soviet productivity 
rose at what I should regard as the 
outside limit of 6 percent per annum 
for twenty years, and if U.S. producti- 
vity continued at the normal rate of 2 
percent, there would still be a differ- 
ence between the levels of the two 
countries at the end of twenty years. 
The projections ... bring home... the 
magnitude of the task facing the Rus- 
sians in their quest for a level of indus- 
trial efficiency equal to that of the 
United States.” 

The book teems with facts and 
figures, all of them from sources diffi- 
cult to locate except herein, and many 
of them are presented in illuminating 


tables. 
$5.50 





Columbia Univ. Press 


The Management Team 
By EDWARD C. BURSK 

What is it that makes a good team 
amount to more than the sum of its 
parts, so that it consistently “plays over 
its head”? One aspect of this problem 
—a vital concern of every leader, and 
of every member, of any management 
team—is the delegation of authority. An- 
other is effective control, which colors 
every facet, every difficulty of delega- 
tion. How much rein do you give a thor- 
oughbred? A third aspect—communica- 
tion—involves the two basic questions 
in all human relationships: how do you 
make people understand? how do you 
achieve understanding yourself? These 
are some of the vital questions discussed 
in this book, which, organized into a 
coherent whole by Mr. Bursk, present 
the substance of the distinguished ad- 
dresses and the down-to-earth panel dis- 
cussions of the 24th National Business 
Conference of the Harvard Business 
School Association held at Harvard in 
June 1954. This book is a must for 
every actual and potential executive. 
Harvard Univ. Press 4, 
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Revere Copper & Brass, Scott 
Paper, American Tobacco, Reyn- 
olds Tobacco, Caterpillar Tractor, 
Briggs & Stratton, Federal Mo- 
gul, Lees & Sons, Lehigh Port- 
land Cement, Union Bag & Paper 
and National Theatres. On the 
other hand, while they are a small 
minority, more stocks are cur- 
rently at new lows for 1955 than 
in some time. They include Amer- 
ada Petroleum (despite the fact 
that it has heretofore been the 
most popular single issue with 
mutual funds), Boeing, Colgate- 
Palmolive, Davega Stores, Falstaff 
Brewing, Pullman, Grumman Air- 
craft, Ex-Cell-O, Hollander, Lehn 
& Fink, Martin, Monterey Oil, 
Northrop Aircraft, Pennsylvania 
Glass Sand, TXL Oil, Hiram 
Walker, York Corp. and Schenley. 
Oils 

Indications still are that this 
will be a generally good year for 
the oil industry, with earnings 
perhaps 10% or so above 1954’s. 
However, domestic crude oil pro- 
duction is somewhat excessive, 
refinery capacity is well above 
present consuming needs, and re- 
straint will be needed to avoid 
over-production of gasoline and 
resulting price easing. Oil stocks 
have had a major rise. Leading 
issues remain among the soundest 
long-pull holdings. But it might 
be well to go slow on new buying 
for a while. —END 





What’s New? 





(Continued from page 253) 


the United States, operates 12 low- 
cost plants strategically located 
near important industrial centers 
serving most of the consuming 
areas east of the Rocky Moun- 
tains. It also owns 6 plants in 
Latin America. Last year, sales 
reached a record total of $84.4 
million, 7.3% above 1953 and 
more than double the post-war 
year 1946 volume of $39.8 million. 
Of total annual sales volume, 
about 30% originates in countries 
south of the border, a rapidly 
growing source of business and 
normally a stabilizing influence. 
Cement consumption reached an 
all-time high in 1954 and seems 
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destined to duplicate this per- 
formance for years to come, with 
earnings rising to new high lev- 
els. Last year, Lone Star earned 
$4.33 per share, a considerable 
gain over the $3.27 a year previ- 
ous. In the first quarter of 1955, 
both sales and net moved ahead 
amounting to 87 cents a share 
compared with 81 cents twelve 
months ago. The stock has pushed 
up to new highs in the recent 
past, but it does not seem over- 
valued in view of the longer- 
range outlook. 
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plies if they embark on a policy 
of paying less for gas than it’s 
worth in the free market. 


BUSINESS FAILURES .. . The 
House Appropriations Committee 
has forecast for the coming fiscal 
year “the highest number of 
bankruptcies recorded in the his- 
tory of the country, greater even 
than in 1932.” This startling an- 
nouncement, however, should not 
be accepted at face value. While 
the Committee states that failures 
will reach 75,000 in the fiscal 
year ended July 1956, compared 
with 65,000 for the current fiscal 
year, it does not state that the 
great bulk of these failures con- 
stitutes business mortality among 
individuals, most of them in the 
small entrepreneur category. Ex- 
cluding these fatalities, business 
failures in 1954 were only slight- 
ly in excess of 11,000 and will 
probably not exceed this figure in 
1955. 

The Appropriations Committee 
figures do show that the little 
man in business is having a 
harder time than ever. Since most 
of them have scant financial 
means, they are likely to run into 
difficulties at the first setback. On 
the other hand, the increase in in- 
dividual business mortality must 
be considered a normal develop- 
ment in view of the increase in 
the population. 

It would appear, therefore, that 
aside from being an_ eloquent 
commentary on the state of af- 
fairs among the marginal cate- 
gories of small businessmen, the 
figures released by the Appropri- 
ations Committee in themselves 
should not be considered a valid 
index of business conditions. 

—END 
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Principles of Management 
By H. KOONTZ and C. O’DONNE| 


In this important new treatment of 
the principles of management the jg 
of general management is emphasize4 
rather than the more specialized an 
technical tasks. The book covers the five 
functions of managers — organizing 
staffing, directing, planning, and control 
of an enterprise. It stresses the prin 
ciples and techniques underlying the 
managerial process and the individuality 
of their application to all forms an 
levels of management. 

It is the authors’ conviction that the 
job of the manager, as a manager, jg 
the same in its essential functions 
whether he is a top executive of ay 
enterprise or the lowest supervisor, In 
any position where an individual is re. 
sponsible for the cooperative accon.- 
plishments of others, it is his task { 
get things done through obtaining cw. 
ordination of the group members. 

The book represents a distillation of 
the experience and inquiry of many 
managers and students of management 
In addition, the authors have draw 
original data and reflective analysis 
from their experience as managers and 
their opportunity in business, goverr- 





ment, and other enterprises. 


proach and materials presented have 


been tested in classes, in a large number 
of institutes, conferences, and manage. 
ment training programs. 

This outstanding work provides a con- 
ceptual framework within which the 
principles and techniques of manage 
ment can be analyzed and explained 


and encompasses within this framework, 
an up-to-date statement of the theo 


of management. Students of busines 
administration and managers at all lev- 
els will find this a stimulating  treat- 
ment of management drawn from pr: 
tical experience. 

McGraw-Hill $6.5 


Captain Cut-Throat 
By JOHN DICKSON CARR 


In this new historical novel the author 
of The Bride of Newgate and The Dev 
in Velvet transports us to those desper- 
ate days when—like a lance pointed a 
the heart of England—N Yapoleon heli 
his invading armies poised across the 
Channel. 

England’s fleet had been lured away 
her coast was defenseless. Why didn’ 
the Emperor invade? Perhaps the al 
swer was tied to another question 
Who was the unknown assassin terror 
izing the Grande Armée in its Boulogni 
encampment... murdering sentries, an 
leaving his derisive message skewert! 
to his victims’ bodies: Yours Sincerely 
Captain Cut-throat. 
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Caught in this crucial moment of hi 
tory, Carr’s characters move throufgi 
the fantastic figures of his drama, frot! 
Paris to Boulogne, from the Hall 0 
Mirrors to the Emperor’s Pavilion, from 
the Field of Balloons to the cliff-top # 
midnight. The tension of those last day: 
when armies waited while English and 
French spies matched wits in a desper 
ate and deadly game has been recol 
structed here in all its color and im 
mediacy by a master of his craft. 
Harper $ 
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ou can share now in two situations 


unusual promise our analysts have 
lecte’ for income and profit building 


enda'ions combining foresighted man- 


eme: t, good income and outstanding. pgp 
d ro 
ofit prospects for the period ahead! 


1. in Undervalued Growth Stock ers of 


—Selling at 1/3 discount from 
is 1946 high — Facing strong 
sutlook for increased earnings 
ind dividends. 


2. An Unusual Opportunity—Still 
0% under its 1946 high — 


prices. 








OVER 300 POINTS PROFIT 


Today all twelve of our cur- 
1955-56. Do not miss these new recom- rent Forecast recommenda- 
tions (not including those 


just issued) combine to show 
points. We picked the lead- 
Sperry, General Dynamics, 
Southern Railway 
others. Let us help you to 
share in the new leaders for 
profit and income building 
as they emerge at strategic 


A FULLY ROUNDED 
INVESTMENT SERVICE 


You will find that THE FORECAST 
tells you not only WHAT and WHEN 
and WHEN to take profits .. . 


but it also keeps you informed of what 


over 300 
to buy 
Boeing, 
is going on in the companies whose 
and ‘. _ 
shares are recommended in our Bulletins. 
Each security you buy on this advice is 
continously supervised so you are never 


left in doubt as to your position. 

















“arnings are up 30% in past 
‘8 months—Ready to advance. 
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t individual bargain levels we will round out our 
ree diversified investment programs with other new 
cominendations—inecluding medium and low priced 
ocks-which should be among coming market lead- 
as investment demand rotates to the stock 
oup where new developments are likely to spur 
arp advances: 

PROGRAM ONE ... Stressing Security of Prin- 
cipal — Assured Income With Strong 
Enhancement Prospects. 

PROGRAM TWO .. . Dynamic Securities for 
Capital Building with Higher Dividend 
Potentials. 

PROGRAM THREE .. . Low-Priced Stocks for 
Large Percentage Growth — Where a 
maximum number of shares may be 
purchased with limited capital. 


You will receive our weekly Bulletins keeping you a 
step ahead of the crowd in relation to the securities 
markets, the action of the various stock groups, the 
outlook for business, latest Washington developments 

. as well as interpretation of the Dow Theory and 
our famous Supply—-Demand Barometer. 


STRENGTHEN YOUR ACCOUNT — 
BE SURE TO GET OUR NEW ADVICES 


Enroll now and buy our 2 new recommendations be- 


fore they score sharp advances. 

Send a list of your present holdings, twelve at a time, 
so we can analyze them promptly for you...telling you 
what should be retained and which you should sell. 
Using the funds released through sale of weaker issues. 
plus your cash reserves—you can share in our 3 new 
opportunities which we will point out to you. 


The coupon below entitles you to an added month of 


service if vou ENROLL NOW. 





Mal Coupon 
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SPECIAL OFFER—Includes one month extra FREE SERVICE 





ponerennanedy 





Joday. 
Special Offer 
a $75 


MONTHS’ 


SERVICE $125 


J 


Air Mail: () $1.00 


C) $10.40 one year. 


Name... 
ompiete service will start at Address......... 
nme fut date as officially be- - 
innin one month from the day City............--...--..--- 


our check is received. Sub- 
nptions to The Forecast are 
educi ible for tax purposes. 


WH ececccceccscocoooesoosoece 


THE INVESTMENT AND BUSINESS FORECAST 


of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [ $75 for 6 months’ subscription: 
(Service to start at once but date officially beginning 
ore month from the day you receive my payment.) 

SPECIAL MAIL SERVICE ON BULLETINS 


months: {] $2.00 
one year in U. S. and Canada. 


Special Delivery: 0 six months When to buy and when to sell.. 


any time without your consent. 


(] $125 for a year’s subscription. 


WJ 


‘) Telegraph me collect in anticipation of 
important market turning points... 


when to expand or contract my position. 


ait cea 


List up to 12 of your securities for our 
initial analytical and advisory report. 
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Only STEEL 


Pioneer Zephyr. Remember 1934 when the Burlington Zephyr 
made its famous Denver to Chicago run? It maintained an 
average speed of 77.61 mph, an unprecedented feat at the time. 
This train is still in service after 20 years, and it has rolled 
up an awesome 2.8 million mile record. The Stainless Steel 
exterior is still as bright and gleaming as the day it was built. 


Sleep Of The Innocent. No one can sleep 
with the warm, untroubled peacefulness of a 
baby. To an insomniac, a deep sleep is the 
greatest luxury on earth. And mark this: the 
softest thing you can sleep on is steel. USS 
Premier Spring Wire is specially made for a 
good night’s rest, and you'll find it in the most 
famous brands of mattresses. 


This trade-mark is your guide to quality steel 





























f Steel 


went into the framework of this Pruden- 
tial Life Insurance Company building 
in Chicago. Every pound of steel in the 
600-foot skeleton was fabricated and 
erected by United States Steel. 


SEE THE UNITED STATES STEEL HOUR— 
presented every other week on TV. 


can do so many jobs so we 


by the sash in this convent-school. The sai 
double glazed with stained glass on one 
clear glass on the other. Because of the g 
weight, and the high winds in the area 
authorities chose steel windows because 
are so strong. For many years, United S 
Steel has furnished special rolled steel wi 
sections for manufacturers all over the cow 


UNITED STATES STEE 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh 30, Pa 


AMERICAN BRIDGE . . AMERICAN STEEL & WIRE and CYCLONE FENCE . . COLUMBIA-GENEVA STEEL . . CONSOLIDATED WESTERN STEEL . . GERRARD STEEL STRAPPING . . NATIONAL 
O'L WELL SUPPLY . . TENNESSEE COAL & IRON . . UNITED STATES STEEL PRODUCTS . . UNITED STATES STEEL SUPPLY . . Divisions of UNITED STATES STEEL CORPORATION, PITTS? 


UNITED STATES STEEL HOMES, INC. - 


UNION SUPPLY COMPANY - 


UNITED STATES STEEL EXPORT COMPANY + UNIVERSAL ATLAS CEMENT COMPANY 
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